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CHAPTER  I 


INTRODUCTION 


A.  Definitions 

Labor  forecasters  are  quite  unanimous  in 
their  opinion  that  labor  will  ask  for,  and  undoubtedly 
receive,  a fourth  round  of  wage  increases  in  1949. 
However,  in  addition  to  wage  increases,  labor  has  its 
eye  set  on  increased  fringe  issues,  particularly  em- 
ployee benefit  plans.  Indeed,  the  so-called  fringe 
issues  are  running  a very  close  second  to  wage  in- 
creases when  it  comes  to  collective  bargaining  agree- 
ments. Therefore,  since  these  fringe  issues  seem  to 
be  sharing  the  spot-light  with  increased  wages,  it 
seems  desirable  to  examine  them  more  closely,  not  only 
to  determine  what  the  future  of  these  issues  will  be, 
but  also  to  determine  their  effect  on  both  management 
and  labor.  The  term  "fringe  issues"  originated  during 
the  war  period  when  the  War  Labor  Board  approved 
fringe  wage  increases  (such  as  non-basic  wage  rate 
adjustments  or  changes  in  working  conditions  affecting- 
earnings)  as  a means  of  granting  some  form  of  wage 
increase  without  affecting  the  concept  of  wage  stabi- 
lization. 

For  the  purpose  of  this  analysis,  the  term 


"collective  bargaining"  will  be  defined  as  follows: 


Collective  bargaining  is  the  process 
by  which  representatives  of  a company 
and  of  its  employees  discuss  and 
negotiate  the  various  phases  of  their 
relationships  with  a view  to  arriving 
at  a mutually  acceptable  labor  agree- 
ment , 1 


V/illiamson  and  Harris  in  their  book  Trends  in  Col- 
lective Bargaining  further  define  collective  bargain- 
ing as  follows: 

Workingmen  bargain  collectively  when 
they  or  their  representatives  negotiate 
and  adjust  conditions  of  their  employ- 
ment w'ith  one  or  more  employers. 2 

Fringe  issues  cover  a multitude  of  varied 

items  such  as  pension  plans,  health  and  a.ccident 

benefits,  paid  vacations  and  holidays,  paid  sick 

leave,  severance  pay,  reporting  pay,  call-in  pay, 

waiting  time,  travel  allowances,  portal- to-portal 

pay,  night  shift  and  other  shift  differentials, 

bonuses,  guaranteed  employment  and  annual  wage, 

military-leave  pay,  overtime,  maternity  benefits, 

and  numerous  others.  However,  the  above  listed 

fringe  issues  have  been  turning  up  more  frequently 

in  collective  bargaining  agreements,  and  are  therefore 

l*Smith,  L.  J.,  Collective  Bargaining , Prentice-Hall, 
New  York,  N.Y.  1946,  p.  2. 

2. Williamson , S.  T.  and  Harris,  Herbert,  Trends  in 
Collective  Bargaining,  The  Twentieth  Century  Fund, 
New  York,  1945,  p.  1. 
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considered  to  be  more  pertinent  at  the  present  time. 
Undoubtedly  as  the  trend  toward  fringe  issues  in- 
creases other  issues  will  become  important. 

For  the  purpose  of  this  study,  employee 
benefit  plans  will  be  understood  to  include  such 
items  as  pension  plans,  health  and  accident  benefits 
and  insurance  plans.  Due  to  the  limited  time  and 
space  available,  the  author  has  selected  these  items, 
plus  paid  vacations  and  holidays,  paid  sick  leave  and 
severance  to  discuss  in  greater  detail  in  the  follow- 
ing chapters. 

B . History  - Oeneral 

1 . Before  World  War  II 

The  first  benefit  plans  in  the  United  States 
were  generally  mutual  aid  associations  for  either 
sick  benefits,  loans  or  burials.  These  mutual  aid 
groups  were  really  the  foundation  of  the  modern  labor 
movement.  For  example,  the  Philadelphia  Typographical 
Society  was  organized  in  1802;  incorporated  as  a benevo- 
lent society  in  1810  and  in  1833  announced  its  prime 
purpose  as  being  the  determination  and  support  of  ade- 
quate wages.  Likewise , the  Brotherhood  of  Locomotive 
Firemen  and  Enginemen  came  into  existence  in  1873  and 
not  until  1885  did  it  become  a labor  union.  The  wel- 
fare and  mutual  aid  programs  were  a definite  feature 
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of  the  early  trade  unions  and  aided  in  giving  stabi- 
lity to  these  organizations  in  their  early  days. 

The  union  idea  on  these  pioneer  benefit 
plans  was  mutual  aid,  with  no  help  from  management. 
Indeed,  the  unions  avoided  any  possible  connection 
with  management,  relying  entirely  on  the  union  members 
for  financing  the  plan.  Some  employers,  however,  be- 
came interested  in  these  plans  as  a means  of  attract- 
ing more  desirable  workers  to  their  companies  and 
went  ahead  and  set  up  their  own  benefit  programs. 

These  plans  were  for  the  most  part  kept  strictly  on 

/ 

an  informal  basis  and  were  sponsored  solely  at  the 
discretion  of  the  employer.  Employee  benefit  plans 
projected  by  management  have  been  in  effect  in  a 
number  of  companies  for  many  years,  but  for  the  most 
part  were  not  incorporated  into  formal  collective 
bargaining  agreements. 

Immediately  after  World  War  I there  was  a 
definite  decline  in  the  trade  union  welfare  activities 
mainly  because  of  the  attitude  of  some  of  the  top 
labor  leaders.  In  the  early  50 1 s , however,  the  wel- 
fare programs  which  had  gradually  lapsed  into  the 
background  of  the  labor  movement  came  into  the  fore- 
ground once  again  when  labor  leaders  found  it  an  added 
advantage  to  be  able  to  promise  prospective  members 
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Thus  out 


that  welfare  programs  would  be  provided, 
of  necessity  many  unions  were  forced  to  get  into  the 
welfare  benefit  fields  themselves. 

Joint  union-management  undertaking  of 
benefit  plans  came  into  the  picture  first  in  the 
clothing  industry--an  industry  which  today  has  a 
wide  variety  of  benefits — by  working  out  an  insurance 
program  (1921). 

In  1935  when  the  Wagner  Labor  Relations 
Act  and  the  Social  Security  Act  were  passed,  interest 
in  benefit  programs  of  all  types  was  greatly  stimulated. 
At  this  time  unions  began  more  and  more  to  favor  em- 
ployer financed  plans  instead  of  union  financed  or 
jointly  financed  plans.  Indeed,  from  that  time  on, 
unions  have  ever  increasingly  added  benefit  plans 
programs  to  their  collective  bargaining  aims. 

Vacations  with  pay  are  more  or  less  of  a 

development  of  the  twentieth  century.  Bureau  of  Labor 

Statistic  figures  show  the  following  regarding  early 

paid  vacation  plans  to  wage  earners."  From  1910-1919 

there  were  only  253  plants  with  paid  vacations;  1920- 

1929  there  was  an  increase  of  638  plants.  During 

the  1930-34  period,  however,  vacation  plans,  as  well 

as  other  employee  benefits  were  given  a temporary 

1.  U.S.  Dept,  of  Labor,  Bureau  of  Labor  Statistics, 
"Vacations  with  Pay  in  Industry",  Reprint  Serial 
903,  1937,  pp.  7-9. 


setback  because  of  the  depression.  However,  from 
1934  on,  paid  vacation  plans  were  definitely  on  the 
increase.  In  1937  one  out  of  every  four  manufacturing 
plants  granted  paid  vacations  to  their  plant  workers. 

In  contrast,  however,  eight  out  of  ten  plants  granted 
their  office  workers  paid  vacations.  Extension  of 
paid  vacation  plans  to  plant  workers  really  started 
prior  to  World  War  II,  but  the  real  progress  was 
made  during  the  war  years  When  employers  were  more 
willing  to  grant  additional  benefits  in  order  to  keep 
workers . 

Paid  vacations  are  now'  looked  upon  as  another 
means  of  obtaining  more  money  for  the  employees. 
Originally,  vacations  were  set  up  as  benefits  or  re- 
wards to  faithful  workers.  However , over  a period  of 
years  they  have  become  accepted  as  an  integral  part 
of  the  working  conditions. 

The  Executive  Council  of  the  American  Fed- 
eration of  Labor  in  its  1937  Report  stated  that: 

Many  unions  are  including  vacations  in 
their  agreements  this  year  for  the 
first  time  and  it  is  reported  that  em- 
ployers in  increasing  numbers  are  grant- 
ing this  benefit  voluntarily. -- 

The  report  further  stated: 


1.  Millis,  H.  A.  and  Montgomery,  Royal  E.  Organized 

Labor,  McGraw-Hill  Book  Company,  New'  York,  1945,  p.423. 
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Ap  modern  Industrial  techniques 
shorten  work  time,  vacations  with 
pay  should  become  part  of  the  program 
for  shortening  work-hours.  Also,  they 
may  lessen  seasonal  unemployment  by 
substituting  paid  holidays  for  a lay-off 
in  dull  seasons.1 2 


Overtime  pay  did  not  become  a problem  until 
federal  and  state  regulations  came  into  being.  With 
the  passage  of  the  Fair  Labor  Standards  Act  and  the 
Walsh-Healy  Act,  premium  pay  for  overtime  came  into 
existence.  These  acts  also  set  up  standards  for 
classifying  overtime. 

Although  some  companies  paid  dismissal  wages 
during  the  20 1 s , it  was  during  the  depression  years 
that  dismissal  pay  came  into  its  own.  One  reason  be- 
hind the  boost  during  these  troubled  times  was  the 

theory  that  dismissal  or  severance  pay  was  designed  to 

> 

tide  the  worker  over  until  he  could  find  a new  job. 

When  the  Social  Security  Act  was  passed  some  companies 
discontinued  dismissal  payments,  but  a survey  of  com- 
panies having  dismissal  plans  by  the  Bureau  of  Labor 
Statistics  in  1938  showed  the  majority  of  companies 

2 

wepe  continuing  these  payments  more  or  less  intact. 

1.  Millis,  H.A.  and  Montgomery,  Royal  E.  Organized 

Le  bor , McGraw-Hill  Book  Company,  New  York ,1945 ,p . 423. 

2.  U.S.  Dept,  of  Labor,  Bureau  of  Labor  Statistics, 
"Dismissal  Compensation  in  American  Industry",  Re- 
print No.  908,  1939. 
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2.  During  World  War  II 


Just  prior  to  our  entrance  into  the  second 
World  War,  the  War  Labor  Board  started  to  receive 
requests  from  labor  for  such  fringe  benefits  as  health 
insurance,  company-financed  unemployment  funds,  hos- 
pitalization, and  paid  sick  leave.  If  these  fringe 
benefits  had  already  been  incoroorated  in  the  previous 
contract  the  War  Labor  Board  allowed  renewal  of  such 
provision,  but  in  the  majority  of  cases  these  demands 
were  being  asked  for  the  first  time  and  therefore 
were  not  in  the  previous  agreements.  In  such  cases 
the  War  Labor  Board  was  firm  in  its  denial,  stating 
that  such  measures  were  management's  prerogative. 

However,  during  the  war  years  wage  stabi- 
lization came  into  being  and  unions  found  themselves 
unable  to  do  very  much  about  increases  for  their  members. 
Consequently,  they  began  asking  for  increases  that  did 
not  affect  base  rates,  but  nevertheless  added  to  the 
payroll,  such  as  higher  rates  for  work  done  on  the 
less  desirable  shifts,  paid  vacations,  paid  sick 
leave,  premium  pay  for  holidays,  and  so  on.  With  re- 
gard to  holiday  demands,  a limitation  was  set  on  holi- 
day pay  during  the  war  in  that  the  number  of  holidays 
was  limited  as  well  as  the  premium  pay.  Premium  pay 
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was  held  at  time  and  a half.  However,  after  the 
war  this  was  changed.  The  practice  of  premium  pay 
for  late-shifts  became  quite  an  issue  during  the 
war  period  with  the  result  that  the  majority  of 
manufacturing  companies  with  night  shifts  paid  shift 
differentials  to  their  employees  by  the  time  1945 
rolled  around. 

In  addition  to  the  wage  stabilization 
factor,  there  were  other  causes  for  the  increased 
fringe  issue  demands  by  unions  during  this  period. 

For  one  thing,  our  government  social  security  program 
was,  and  still  is,  quite  incomplete  and  the  worker 
was  becoming  increasingly  aware  of  this  fact.  The 
increase  in  cost  of  living  also  tended  to  point  up 
the  inadequacy  of  existing  employee  benefits.  A final 
contributing  factor  was  taxation.  High  corporate  in- 
come and  excess  profit  taxation  induced  mahy  other- 
wise reluctant  employers  to  agree  to  various  fringe 
demands,  especially  employee  benefit  plans. 

3 . Post  War  Period  - 1945-1947 

In  the  period  Immediately  following  the 
war,  the  Bureau  of  Labor  Statistics  completed  a 
survey  which  showed: 

1.  Executive  Order  No.  9240  issued  by  President  Roosevelt, 
September  9,  1942. 
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V/orkers  covered  by  some  type  of 
health-benefit  plans  negotiated  by 
employer  and  union  more  than  doubled 
in  number  since  1945.  In  1945,  some 

610.000  workers  were  included;  at 
present  (early  1947)  approximately 

1.250.000  are  covered.  Except  for  a 
few  outstanding  instances,  including 
coal  mining,  the  plans  negotiated  by 

the  same  unions  studied  in  1945  and  1 
are  merely  extensions  of  their  programs. 


Benefit  plans  presented  the  union  with  new 
selling  points  to  attract  more  members.  Most  benefit 
plans  require  the  participants  to  be  union  members 
in  good  standing.  However,  there  has  been  some 
question  of  legality  under  the  Taft-Hartley  Law  re- 
garding clauses  which  set  welfare  plans  up  to  cover 
just  union  members.  The  Act  guarantees  the  right  of 
an  employee  to  refuse  to  join  a union  and  forbids  manage- 
ment to  inter fere  with  this  right  by  "discrimination  in 

regard  to any  term  or  condition  of  employment". 

In  spite  of  this,  to  date  there  has  been  no  definite 
ruling  on  this  point. 

During  1947  Prentice-Hall,  Incorporated, 

2 

did  a survey  of  100  contracts  to  ascertain  what  per- 
centage of  the  contracts  included  clauses  on  employee 
benefits.  The  results  of  this  survey  are  listed; 

T~.  Whittlesey,  John  W . "Benefits  at  a (Collect i ve ) 

Bargain",  American  Economic  Security,  Vol.  5, No. 5, 
June-July  1948. 

2.  Prentice-Hall  Series  on  Labor  Relations , Vol . 4, 
December  22,  1947. 


Benefit 


Percentage  Granting; 


Health  and  Accident  19 
G-roup  Life  18 
Paid  Sick  Leave  11 
Pensions  9 
Severance  Pay  8 
Jury  Duty  4 
Paid  Maternity  Leave  2 
Profit  Sharing  1 
Production  Bonus  1 


In  1946  the  coal  miners  pension  fund  was 

established  by  the  union  and  other  unions  have  since 

endeavored  to  follow  this  example  of  union  leadership 

in  the  employee  benefit  field. 

A survey  of  240  UAW-CIO  contracts  in  1947 

1 

by  the  Toledo  Research  Bureau,  shows  all  ha.d  paid 

vacations  and  over  60 % called  for  better  than  standard. 

(Standard  is  one  year's  service  - one  weeks  vacation; 

five  year's  service-two  weeks  vacation).  In  contrast, 

in  1938  a survey  of  UAW-CIO  contracts  revealed  only 

19$  provided  for  paid  vacations;  whereas  in  1941  the 

percentage  was  58$.  Thus  it  can  be  seen  that  by  the 

time  the  war  was  over,  paid  vacations  were  becoming 

more  and  more  universal  and  were  being  included  as 

1.  Management  Review , "Labor  Trends  and  Policies", 
September  1948,  p.  469. 
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fringe  issues  in  the  bargaining  contract. 

In  a survey  bv  the  Wage  Analysis  Branch  of 

i 

the  Department  of  Labor  it  was  brought  out  that  for 
the  1945-1946  period,  3 out  of  4 manufacturing  concerns 
had  formal  paid  vacations  after  a year's  service  for 
plant  workers  and  9 out  of  10  had  paid  vacations  for 
office  workers  after  the  same  length  of  time.  The 
survey  showed  that  formal  paid  vacations  tended  to 
be  more  customary  in  the  larger  companies,  particularly 
those  that  were  unionized  and  also  in  companies  where 
the  pay  scale  was  high. 

On  the  other  hand,  the  survey  showed  that 
formal  sick  leave  plans  were  not  customary  for  either 
plant  or  office  workers  during  the  period  1945-1946. 


C . The  Situation  in  1948 
1.  General  Statistics 


2 

In  a recent  survey  of  fringe  benefits  among 

all  types  and  sizes  of  manufacturing  companies  the 

following  general  statistics  were  brought  to  light. 

a.  75%  of  the  companies  surveyed  pay  all 

or  part  of  employee  insurance,  68%  pay  for  employee 

hospitalization,  and  55%  pay  sickness  and  health  benefit 

1 . U . S . Dept,  of  Labor,  Wage  Analysis  Branch,  "Paid 
Vacations  and  Sick  Leave  in  Industry ,1945-1946. " 

2 . Management  Review, 

May  }948,  page  242. 


"How  Costly  are  Fringe  Payments?" 
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for  employees. 

b.  58 $ of  those  answering  the  survey  said 
the  cost  amounted  to  less  than  5$  of  the  payroll  cost 
of  the  employees  covered  by  the  benefits;  while  35$ 
said  the  cost  was  2-5$  of  the  payroll. 

c.  91$  said  they  did  not  anticipate  adding 
other  company-paid  employee  benefits  during  the  next 
two  years. 

d.  The  majority  answering  the  survey  said 
such  paid  employee  benefits  would  not  abnormally 
jeopardize  their  company's  financial  soundness  in  case 
of  a prolonged  business  recession. 

At  the  present  time  there  are  no  legal 
limitations  on  either  number  of  holidays  to  be  granted 
or  the  pay.  However,  current  collective  bargaining 
contracts  indicate  an  increasing  tendency  toward  six 
holidays  per  year.  Usually  the  union  attempts  to  get 
one  or  two  paid  holidays  in  the  contract  and  then 
gradually  over  a period  of  time,  increase  the  number  of 
paid  holidays. 

2.  Labor's  Attitude 

Probably  1948  will  go  do wn  in  labor  history 
as  the  welfare  year,  as  the  unions  went  out  in  a big 
way  after  health  and  accident  insurance,  pensions, 
guaranteed  annual  (or  weekly)  wages  and  severance  pay. 


, 

* 

The  coming  years  also  look  like  big  welfare  years 
since  the  union  plans  are  not  short  run,  but  rather 
a long  range  program  aimed  at  improving  the  lot  of 
the  American  worker,  particularly  in  reference  to 
his  security  and  the  security  of  his  family. 

Basically,  labor  is  after  security  for  its 
members;  it  is  part  of  their  job  to  obtain  as  much 
security  for  its  members  as  possible  and  it  is  sig- 
nificant to  note  that  labor  is  seeking  that  security 
in  company  financed  plans.  Labor  is  also  interested 
in  improving  the  living  conditions  of  its  members. 

Most  workers  find  themselves  unable  to  save  enough 
from  their  wages  to  take  care  of  emergencies.  The 
union's  aim  is  to  dissolve  the  ougaboos  haunting  the 
worker  of  sickness,  accidents,  old  age,  death,  and  set 
his  mind  at  rest  by  means  of  adequate  benefits. 

In  the  early  part  of  1948,  Walter  Reuther 
of  the  United  Automobile  Workers  set  forth  a four 
plank  program  as  follows: 

1.  Substantial  wage  increases  unless 
Congress  acts  to  roll  back  prices 
'a  minimum  of  12  per  cent'. 

2.  Employer-financed  plans  for  life 
insurance,  hospitalization,  medical, 
sickness  and  accident  benefits  for 
workers  and  their  families. 

3.  An  extensive  pension  program  with 
employers  paying  at  least  60^  of  the 
cost . 


. 
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4.  A guaranteed  weekly  wage  as  a 

preliminary  to  a guaranteed  annual 

wage .1 

It  is  interesting  to  note  the  accent  the 
UAW  placed  on  fringe  issues  and  particularly  employee 
benefit  plans.  Obviously,  since  the  UAW  is  one  of 
the  pace  setters  in  union-management  negotiations, 
other  unions  will  tend  to  follow  suit  and  include 
fringe  issues  in  their  collective  bargaining  demands. 

In  addition,  unions  are  interested,  of  course, 
in  getting  as  many  days  as  possible  designated  holidays-- 
however,  recently  they  have  concentrated  more  heavily 
on  obtaining  pay  for  holidays  not  worked.  The  union 
argument  runs  that  the  employees  are  entitled  to  the 
legal  holiday  and  should  not  be  penalized  because  of 
loss  of  pay.  The  same  argument  is  advanced  for  paid 
vacations.  The  unions  further  contend  it  not  only 
improves  employee  morale  to  pay  for  holidays  and  vacations 
not  worked,  but  also  the  rest  the  employee  receives  puts 
him  in  a better  condition  for  work  when  he  does  return. 

Unions,  of  course,  are  in  favor  of  sick 
leave  plans  because  they  bring  security  to  the  worker. 
Usually  the  union  prefers  to  make  paid  sick  leave  part 
of  the  employee  benefit  plan.. 


1.  Factory  Management,  "What  Labor  is  Going  After  in  '48", 
106:110-12,  January  1948. 
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Management  1 s Attitude 


Mr.  H.  F.  North,  Industrial  Relations 

Manager  of  Swift  and  Company  sums  up  management's 

attitude  toward  employee  benefit  plans  when  he  says: 

The  purpose  of  employee  benefit  pro- 
grams is  to  help  employees  to  work 
continuously,  efficiently  and  productive- 
ly. When  well  handled  these  programs 
help  to  attract  better  employment  appli- 
cants and  tend  to  reduce  labor  turnover. 

The  principal  problem  in  the  field  of 
employee  benefit  plans  is  to  know  when 
and  how  to  do  something,  how  far  to  go, 
and  whe n to  stop.l 

A recent  survey  by  Mill  and  Factory  covering 

all  types  and  sizes  of  manufacturing  companies  on 

employee  benefits  set  forth  the  following  information: 

Considering  industry  in  general,  rather 
than  a particular  company,  5?$  of  those 
surveyed  believed  that  company-paid  benefits 
are  becoming  excessive,  33 fo  believed  that 
they  are  about  right,  and  10 % believed  they 
should  be  expanded  further. 2 


Often  in  trying  to  sell  benefit  plans  to 
management,  the  argument  of  increased  employee  satis- 
faction has  been  used.  Actually  this  argument  does 
not  stand  up  very  well  under  close  scrutiny.  Employees 
are  never  completely  satisfied  with  the  wages  they 
receive  and  thus  it  would  seem  to  follow  that  neither 


1.  North,  H.F.,  "Employee  Benefit  Plans",  Personnel  , 
January  1948,  p.  248. 

2.  Management  Review,  "How  Costly  are  Fringe  Payments? 
May  1948,  p.  242. 
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will  they  be  completely  satisfied  with  employee  bene- 
fits, particularly  if  they  can  envision  the  possi- 
bility, however,  remote,  of  increasing  the  existing 
benefits.  Another  argument  sometimes  set  forth  to 
point  up  the  gain  to  management  is  that  of  loyalty. 
Unfortunately,  the  union  is  often  on  a par  with  manage- 
ment in  commanding  the  loyalty  of  the  workers,  especially 
if  either  the  union  or  the  v/orkers  initiated  the  benefit 
plan  originally.  Because  of  the  rather  general  increase 
in  benefit  plans,  employees  as  a general  rule  are  prone 
to  believe  employment  to  be  available  elsewhere  with 
benefits.  In  reality,  this  is  often  the  case  and  manage- 
ment as  well  as  the  worker  is  cognizant  of  this  fact. 

Thus,  management  cannot  hope  to  purchase  employee 
loyalty  by  installing  a benefit  plan.  At  best,  manage- 
ment may  be  only  "keeping  up  with  the  Joneses". 

If  management  takes  the  lead  in  initiating 
employee  benefit  plans  they  should  make  sure  the  em- 
ployees realize  the  company  is  doing  it--indeed  the 
company  can  develop  a little  employee  goodwill  by  pub- 
licizing their  intended  or  already  existant  benefit  plans. 

Most  companies  nowaday  contemplating  any  type 
of  employee  benefit  considers  whether  the  benefit 
justifies  itself  as  far  as  stability  of  the  work  force 
is  concerned  and  greater  productivity.  In  addition, 
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of  course,  management  has  to  carefully  analyze  the 
cost  of  any  contemplated  benefit  and  ascertain  whether 
or  not  the  company  can  afford  it  financially,  not  only 
now,  but  in  the  future.  This  is  particularly  important 
regarding  fringe  clauses  incorporated  in  the  contract 
as  once  they  are  part  of  the  contract  it  becomes 
virtually  impossible  to  negotiate  them  out. 

Additional  objectives  to  be  gained  by  manage- 
ment from  the  installation  of  benefit  plans  might  be 
listed  as  follows: 

1.  Reduction  of  employee  dissatisfaction 
with  the  conditions  of  employment. 

2.  Enable  the  company  to  maintain  young 
blood  by  keeping  the  door  open  for  employees  who 
should  be  pensioned,  thus  at  the  same  time  providing 
incentive  for  the  younger  employees. 

3.  Allow  more  exact  budgeting  and  distribution 

of  costs. 

4.  Afford  a moratorium  against  the  day  when 

a political  or  labor  group  might  otherwise  recognize 

the  then  more  substantial  unfinished  obligation  to  the 

1 

jeopardy  of  the  interest  of  the  owners  of  business. 

Many  companies  are  not  in  favor  of  sick 
leave  plans  because  they  say  it  encourages  the  worker 

1. Address  by  Paul  Turner, "What  Are  Benefit  Plans  Worth" 
delivered  before  the  Society  for  the  Advancement  of 
Management,  October  29,  1948,  New  York. 
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to  be  absent.  In  support  of  this  argument,  a study 
by  General  Motors  showed  that  absenteeism  was  higher 
in  plants  having  sick  leave  plans  than  those  not  having 
them.^  It  has  been  further  proven  that  the  higher 
the  sick  leave  pay  granted  the  worker,  the  higher  the 
absent  percentage  will  be. 

The  majority  of  companies  believe,  however, 
that  the  fringe  issues  allowed  by  the  War  Labor  Board 
during  wartime  as  substitutes  for  wage  increases  are 
here  to  stay.  They  will,  however , resist  any  effort 
to  increase  them. 

Management  is  currently  objecting  quite 

strenuously  to  a decision  handed  down  on  the  Inland 

Steel  Case  which  instructed  them  to  bargain  collectively 

2 

on  pension  plans.  Management  for  the  most  part  is 
heartily  in  accord  with  employee  benefits  as  such,  but 
feels  that  it  is  unwise  to  subject  them  to  collective 
bargaining  procedures  for  the  following  reasons:  First 

of  all  they  feel  compulsion  is  not  necessary  since 
management  is  acutely  aware  of  the  need  for  benefits 
and  current  statistics  point  out  the  fact  that  manage- 
ment is  really  doing  its  part.  Secondly,  management 

1.  "An  Analysis  of  the  Paid  Sick  Leave  Plan  for  Hourly 
Factory  Workers",  Labor  Economic  Section,  Personnel 
Staff,  General  Motors,  Detroit,  1944. 

2.  See  Chapter  II  for  further  discussion  on  this  subject. 
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feels  that  the  collective  bargaining  unit  used  for 
negotiation  purposes  is  not  necessarily  the  unit 
to  be  used  for  bargaining  on  benefit  plans.  Along 
this  same  line  of  reasoning,  they  cite  the  possi- 
bility of  the  collective  bargaining  unit  becoming 
overburdened  with  the  added  complications  of  benefit 
plan  negotiations.  Thirdly,  management  points  out  that 
ma.ny  employers  have  tended  to  hesitate  in  undertaking 
voluntary  plans  because  of  recent  developments,  par- 
ticularly the  Inland  Steel  decision,  until  they  know 
where  they  stand  on  the  matter  of  bargaining.  Finally, 
management  foresees  a whole  new  field  of  grievances 
opening  up  if  management  is  compelled  to  bargain 
collectively  on  all  benefit  plans.  On  the  other  hand, 
management  will  grant  that  collective  bargaining  may  be 
necessary  in  industries  such  as  coal  where  a large  per- 
centage of  the  total  cost  is  labor. 

4.  Future  Importance 

V/ithout  a doubt  fringe  issues,  particularly 
the  welfare  plans  and  employee  benefits  will  continue 
to  increase  in  the  coming  years.  Current  statistics 
show  more  and  more  benefit  clauses  being  enacted  into 
bargaining  contracts.  Some  people  believe  these  benefi 
are  becoming  excessive;  others  point  out  while  they  are 
relatively  easy  to  maintain  in  periods  of  good  times, 
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depression  years  would  find  many  companies  virtually 
unable  to  carry  them  on.  The  feelings  of  one  executive 
on  the  subject  of  benefits  was  recently  set  forth  as 
follows : 

No  industry  can  accept  as  a production 
cost  the  responsibility  for  the  full 
gamut  of  the  ills  of  man  and  expect  to 
maintain  a favorable  position  in  the 
competition  of  our  national  economy. 1 

It  is  probably  all  too  true  that  if  programs  set  up 

i . 

by  managements  are  not  successful,  the  employees  will 
.have  to  look  to  the  government  to  make  good  on  them. 
This  would  probably  take  the  form  of  some  sort  of 
underwriting  program  of  welfare  benefits  by  the  govern- 
ment. This  would  perhaps  be  even  more  necessary  in  the 
basic  industries  such  as  steel,  coal  and  textiles. 

An  additional  controversial  point  which  will 
be  discussed  in  greater  detail  in  Chapter  VI  is  the 
question  of  the  cost  of  these  fringe  benefits  and  who 
ultimately  will  foot  the  bill. 


1.  Super vi si  on , "Employee  Benefits",  Oct.  1948,  Vol. 
10,  No.  10.,  pp.  10-11. 
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CHAPTER  II 


PENSIONS 


A . History 

Very  -few  pension  plans  were  in  existence  be- 
fore 1900.  Indeed,  industrial  pension  plans  are  an 
innovation  of  modern  conditions.  Because  of  the  rise 
in  higher  education,  people  are  starting  to  work  later 
in  life.  In  addition,  there  is  less  employment  for  the 
older  worker  with  the  result  that  the  span  of  years 
during  which  a worker  is  earning  has  been  shortened 
considerably,  thus  making  necessary  some  sort  of  pro- 
tection for  the  later  years. 

One  of  the  early  pension  plans  was  that  of 
the  United  States  Brewers  Association,  who  with  the 
International  Union  of  Brewery,  Food,  and  Cereal, and 
Soft  Drink  Workers  established  a joint  contributory 
pension  plan  in  1911.  Conventions  of  both  unions  ap- 
proved it,  but  it  was  later  defeated  by  a union  referendum. 

In  192^  the  American  Federation  of  Labor 
International  Brotherhood  of  Electrical  Workers  started 
a pension  plan.  Members  paid  40  d a month  and  received 
$40  monthly  at  age  65  after  20  years  service.  However, 
the  plan  showed  a deficit  and  the  National  Electrical 
Contractors  Association  eventually  had  to  step  in  and 


take  it  over. 
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By  1935  some  unions  had  established  pension 
plans  of  their  own,  and  some  companies  had  plans  of 
their  own,  but  there  were  few  cases  of  unions  and 
management  negotiating  comprehensive  plans  under  col- 
lective bargaining.  Historically,  pension  plans  have 
not  been  the  subject  of  collective  bargaining.  Indeed, 
up  until  recent  years,  unions  have  always  gone  along 
with  management  that  pensions  were  not  the  proper  subject 
for  collective  bargaining  because  pension  and  retire- 
ment plans  require  a long  range  policy  which  is  not 
subjected  to  yearly  change  or  review.  V/ here  management 
has  not  provided  pension  plans,  the  unions  have  often 
set  up  union  sponsored  plans  themselves.  When  initiated 
by  the  union,  the  union  often  makes  use  of  this  fact 
during  membership  drives. 

Pensions  fill  a very  necessary  gap  in  the 
worker's  life — whether  they  are  company  or  union 
sponsored,  management  paid  or  joint  management-worker 
paid.  Naturally  employees  in  the  over  fifty  bracket 
are  much  more  interested  in  adequate  pension  protection 
than  younger  employees  to  whom  the  thought  of  retiring 
is  more  or  less  a matter  for  the  future.  If  the  general 
age  level  of  the  employees  in  a company  is  relatively 
high,  the  demand  for  a pension  plan  will  undoubtedly 
be  stressed  by  the  union  more  forcefully  than  in  a 
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company  where  the  working  force  is  comprised  mainly 
of  younger  employees.  In  other  words,  the  amount  of 
pressure  put  upon  obtaining  a pension  plan  may  vary 
inversely  with  the  age  level  of  the  working  force  of 
the  company. 

The  average  worker  does  not  seem  to  find  the 
necessary  money  during  his  productive  years  to  put  away 
for  retirement  in  later  life.  Yet  the  current  compul- 
sory social  security  benefits  are  not  sufficient  to 
provide  adequately  for  old  age.  Until  the  compulsory 
social  security  program  is  either  revised  or  expanded, 
the  interim  solution  seems  to  be  a pension  plan,  the 
benefits  from  which,  when  combined  v/ith  current  compulsory 
social  security  will  provide  sufficient  coverage.  It  has 
been  suggested  that  in  order  to  provide  an  adequate  re- 
tirement program  for  the  individual  that  the  amount 
from  the  pension  plan  plus  the  government  social  security 
should  come  to  50$  of  the  employee's  final  salary. 

However,  too  few  pension  plans  offer  this  type  of 
coverage  and  today  with  the  increasing  costs  of  living, 
many  plans  are  woefully  inadequate.  Since  pension 
plans  are  long  range  propositions  and  cost  of  living 
varies,  along  with  interest  rates,  mortality  and  so 
forth,  perhaps  the  best  solution  to  the  problem  is  to 
devlee  a plan  which  meets  as  nearly  as  possible  the 
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requirements  of  a so-called  "normal  year". 

Charles  Luckman,  President  of  Lever  Brothers, 

in  pointing  out  the  necessity  of  pensions,  says: 

A major  part  of  any  program  designed  to 
bring  industrial  harmony  and  spur  pro- 
duction should  be  security--the  security 
that  is  insured  by  realistic  pension  plans 
that  enable  the  worker  to  regard  the  future 
without  fear,  by  adequate  insurance  for  the 
employee  against  sickness  and  accident,  by 
company  paid  life  insurance  that  will  protect 
his  dependents  in  the  event  of  death. 1 


B.  Tynes 

1 .  Contributory  vs.  Non-Contributory : 

Non-contributory  plans  are  those  where  the 

employer  pays  the  entire  cost.  A recent  study  by  the 

2 

Dartnell  Company  snows- 50$  of  the  companies  surveyed 

paid  the  entire  cost  of  pension  plans.  A preliminary 

3 

survey  by  the  Associated  Industries  of  Massachusetts 
of  581  companies  in  Massachusetts  (352  of  which  were 
non-union  and  229  union)  showed  that  in  both  union  and 
non-union  shops,  47$  of  the  formal  pension  plans  were 
paid  100$  by  the  employer;  whereas  40$  are  paid  60-95$ 
by  the  employer.  A non-contributory  plan  can  be 

1.  Management  Review,  "Labor  Relations  on  a Kard-Boiled 
Basis",  October  1S47,  p.  509. 

2.  Dartnell  Company,  "Survey  of  132  Companies'  Employee 
Benefit  Plans",  1947-1948. 

3.  Preliminary  Survey  by  Associated  Industries  of  Massa- 
chusetts on  "Fringe  or  Employee  Benefit  Plans  in 
Massachusetts  Industry" , March  1949. 
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self-insured  or  insured  with  a regular  insurance 
company.  It  seems  to  be  customary  for  employ-rs  to 
pay  the  full  costs  of  benefits  based  on  employee  ser- 
vice before  the  introduction  of  a plan. 

Many  pension  plans  are  financed  jointly  by 
management  and  worker  and  are  known  as  contributory 
plans.  Costs  are  often  shared  equalljr  although  this 
is  not  always  so.  When  emploj^ees  contribute,  whether 
to  a pension  or  an  insurance  plan,  they  have  greater 
interest  in  the  plan,  appreciate  the  benefits  more, 
and  wider  coverage  is  usually  possible.  Plans  in 
which  employees  contribute  should  be  wholly  voluntary 
and  there  should  be  no  coercion.  Many  companies  feel 
the  success  of  a benefit  program  is  more  definitely 
assured  if  an  employee  voluntarily  invests  some  of  his 
earnings.  The  plan  should  be  voluntary  when  offered 
and  should  not  be  made  compulsory  at  any  time.  It  is 
true  that  effort  should  be  made  to  get  as  many  people 
interested  as  possible  for  the  sake  of  accounting  pur- 
poses, but  it  should  not  be  compulsory.  On  the  other 
hand,  employees  who  have  once  signed  up  should  not  be 
permitted  to  withdraw  as  long  as  they  remain  eligible 
as  such  withdrawals  would  upset  the  systematic  accumu- 
lation of  retirement  income. 

2 . Methods  of  Computing 


Benefits  may  be  aligned  to  any  one  of  the  following 
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(1)  average  earnings 

(2)  final  earnings 

(3)  average  earnings  of  the  last  five  years 

(4)  average  earnings  in  the  highest  ten  years 

(5)  any  predetermined  basis 

However,  the  majority  of  the  larger  pension  plans  in 
use  throughout  the  country  base  their  benefits  on  average 
earnings.  The  major  reason  for  'this  seems  to  be  that  in 
this' way  current  cost  is  in  proportion  to  the  annual  pay- 
roll, and  future  costs  may  be  estimated  with  greater 
accuracy. 

a . Definite  Benefit  Type 

This  type  of  plan  is  computed  by  multi- 
plying a pre-determined  percentage  of  employee  compensation, 
either  by  years  of  service  or.  by  participation  in  the  plan. 
The  employee  contribution  is  fixed  and  also  amount  of 
annuity,  but  the  company's  contribution  varies. 

b.  Money  Purchase  Plan 

Under  this  method  the  employees  contribute 
a sum  equivalent  to  a fixed  percentage  of  their  annual 
pay.  The  employer  adds  a contribution  to  this — often 
matching  it.  The  advantage  of  this  method  to  management 
is  that  the  employee  contributions  are  based  on  a fixed 
percentage  of  payroll. 
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c . Flat  Percentage 

Under  this  plan  a percentage,  usually 
30-35^  of  employee  compensation  (based  on  either 
average  or  final  earnings)  is  taken.  When  this  plan 
is  used  it  usually  demands  15  years  of  service  on  the 
employees  part.  Flat  percentage  pension  plans  are 
usually  considered  not  desirable.  Pension  plans  should 
be  based  on  length  of  service  or  earnings  as  flat 
pension  percentage  without  relation  to  either  of  the 
above  qualities  are  obviously  discriminatory  in  the 
long  run.  Employees  should  be  educated  along  this 
line  in  spite  of  the  fact  that  governmental  plans  often 
use  this  method. 

d.  Per-Cent  of  Production  Plan 

The  percent  of  production  plan  or 

earned  security  plan  is  a means  of  tying  pension 

plans  up  with  productivity.  One  of  the  outstanding 

examples,  of  course,  is  the  coal  industry  and  their 

pension  plan  which  is  financed  by  a percentage  tax 

on  each  ton  of  coal  mined.  A study  by  the  Production 

Security  Counsel  says: 

It  is  a principle  that  employee  benefits 
intended  to  promote  job  security  and 
personal  security  should  be  paid  for, 
insofar  as  possible,  by  the  incentive  fund. 
Thus  security  is  earned  through  productivity, 
the  only  method  by  which  increasing  employee 
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benefits  can  soundly  be  provided; 
and  the  company  is  relieved  of  heavy 
fixed  charges.! 


Some  of  the  individual  companies  financing  pensions 
through  productivity  plans  are  Stein  Hall  and  Company, 
Sylvania  Electric,  Nathan  Straus s-Duparque t , Electro- 
lux Corporation  and  Continental  Paper.  Continental 


Paper  finances  their  pension  fund  through  an  incentive 


plan  by  the 
labor  costs 
savings  are 
four  cases, 
for  pension 


following  method.  If  the  workers  reduce 
as  a per  cent  of  production  values,  the 
allocated  to  the  workers.  In  the  other 
a designated  share  of  profit  is  set  aside 
benefits.  The  survey  further  states  that: 


While  it  is  generally  believed  that 
pensions  will  reduce  costs  of  operation 
through  eliminating  insecurities  and 
through  moving  over-age  employees  off  the 
payroll,  the  use  of  a profit-sharing  or 
incentive  plan  to  finance  pensions  sets 
this  expectation  upon  a sound  legal  basis. 


In  1946  7,500  pension  plans  were  in  effect 

covering  some  4 million  employees.  Of  this  number  61$ 

were  funded  by  industrial  policy  plans,  24$  by  group 

annuities,  and  15$  by  trust  fund  plans.  In  a recent 

3 

survey,  the  National  Industrial  Conference  Board 

1.  Harvard  Business  Review,  "Payroll  Flexibility  Through 
Employee  Trust",  July  1948,  26:14,  p.  441. 

2.  Ibid,  p.  441 

3.  National  Association  of  Manufacturers,  "Some  Major 
Aspects  of  Employee  Benefit  Plans",  p.  8. 
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found  that  more  than  25^  of  all  pension  plans  are  in- 
formal. Hence  in  adding  the  additional  informal 
coverage,  one  could  probably  say  approximately  six 
million  employees  have  some  type  of  pension  plan 
coverage.  Before  1941  200-400  new  retirement  plans 

were  added  each  year,  but  the  average  is  now  about 
1000  a year. 

C . Current  Usage  in  Collective  Bargaining; 

On  January  8,  1947,  the  National  Labor  Re- 
lations Board  in  the  Inland  Steel  Case  ruled  that 
pension  plans  are  subject  to  collective  bargaining 
upon  union  demand  whether  or  not  they  are  part  of  the 
contract.  The  employer  must  discuss  these  plans,  al- 
though not  necessarily  agreeing  to  them.  With  this 
ruling,  management  now  feels  additional  employee  benefit 
will  become  subjected  to  compulsory  collective  bargain- 
ing. 

To  briefly  sketch  the  case,  Inland  Steel's 
retirement  program  went  into  effect  in  1936,  but  it 
was  never  part  of  the  contract.  During  the  war  years 
management  suspended  the  65  year  retirement  rule;  re- 
activating it  again  in  1946  without  notifying  the  union. 
However,  some  of  the  employees  who  were  eligible  for 
retirement  in  1946  under  this  rule  did  not  want  to 
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retire.  Here  the  union  stepped  into  the  picture 
and  the  matter  resolved  itself  into  a case  with  the 
end  result  as  noted  above. 

Subsequently,  Inland  Steel  was  charged  with 
an  unfair  labor  practice  by  the  NLRB  on  the  following 
counts:  Unfair  labor  practice  because  of  refusal  to 

bargain  collectively  about  pensions  and  retirement 
funds  due  to  retirement  benefits  constituting  "wages" 
and  age  of  retirement  constituting  "conditions  of  em- 
ployment". The  board  further  found  that  pension  and 
retirement  plans  are  within  the  compulsory  collective 
bargaining  area  under  the  National  Labor  Relations  Act 
as  amended  by  the  Labor  Management  Relations  Act  of 
1947  (Taft-Hartley  Act). 

According  to  interpretations  of  this  decision 
it  does  not  matter  whether  the  plan  antedates  recognition 
of  the  union  or  whether  the  union  has  agreed  to  the 
plan.  Neither  does  it  seem  to  matter  whether  the  plan 
is  non-contributing  or  contributing,  voluntary  or  com- 
pulsory . 

On  the  interpretation  of  benefit  plans  being 
a part  of  "wages",  both  management  and  union  are  equally 
anxious  to  keep  the  two  items  separate  and  distinct 
rather  than  lumping  them  together. 
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Inland  Steel  has  appealed  the  case  and 
undoubtedly  it  will  eventually  go  to  the  Supreme  Court 
for  decision,  although  there  is  little  optimism  about 
the  probability  of  the  court  reversing  the  ooard's  de- 
cision. 

The  Inland  case  is  ov  far  the  most  famous 
case  to  date  in  view  of  its  far  reaching  implications. 
However,  there  have  been  other  examples  of  collective 
bargaining  cases  such  as  the  vh  T«'.  Cross  and  Company 
case  in  which  the  company  had  refused  to  oargain  re- 
garding insurance  plans.  This  case  has  also  been  ap- 
pealed. Another  is  the  General  Electric  case  in  which 
the  company  attempted  to  put  a new  insurance  plan  into 
effect  without  the  consent  of  the  union.  This  case  is 
also  awaiting  final  decision,  but  it  is  probacle  the 
board  will  follow  its  previous  decision  on  the  Inland 
Case  and  render  a similar  decision. 

In  1947  the  New  York  City  Omnibus  Corporation 
and  the  Transport  V/ or  hers  Union  (CIO)  clashed  or.  the 
question  of  whether  the  company  was  obligated  to  pro- 
vide pensions.  The  company  argued  pensions  under  the 
plan  were  payable  only  during  the  life  of  the  contract. 
New  Yorh  Court  of  Appeals  ruled  the. t in  spite  of  the 
fact  that  the  pension  plan  dies  with  the  termination 
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of  the  contract  any  employee  who  was  retired  while 
the  contract  is  in  effect  is  entitled  to  his  pension 
for  life.  This  case,  of  course,  points  out  the  primary 
disadvantage  in  having  pension  plans  subjected  to 
collective  bargaining,  namely,  that  pension  or  re- 
tirement plans  are  permanent  in  nature  and  should  ‘W 
be  subjected  to  yearly  review  and  possible  change  or 
cancellation.  If  they  are  incorporated  in  the  contract, 
special  provision  should  be  made  for  their  continuance 
in  the  event  the  contract  is  not  renewed. 

In  the  coal  industry  a health  and  welfare 
fund  (royalty  tax  on  coal  mined)  was  instituted  under 
the  Krug-Lewis  agreement  while  the  miners  were  under 
government  control.  The  welfare  fund  which  was  established 
in  1946  originally  placed  a royalty  of  5 cents  a.  ton  on 
coal  mined.  In  1947  it  went  up  to  10  cents  and  the 
royalty  was  again  raised  in  1948  to  20  cents  a ton. 

Coal  miners  now  under  this  pension  plan  are  getting 
$100  a month  at  age  62  after  20  years  of  service 
(based  on  the  royalties  above  noted).  Lewis’  plan 
for  the  miners  is  a flat  rate  pension  plan  and  does 
not  make  provision  for  age  variation,  or  length  of 
service  variation  (other  than  the  required  20  years 
service  clause).  There  has  been  considerable  comment 
on  the  fact  that  Lewis  made  the  retirement  age  62 
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instead  of  the  rather  standard  65.  The  opposition 
claim  62  is  too  low  to  be  actuarially  sound,  parti- 
cularly as  the  life  span  is  steadily  increasing. 

Current  1949  demands  in  this  industry  are 
for  the  usual  increase  in  pay,  shorter  hours,  another 
paid  holiday,  February  12th;  in  addition  they  want  to 
cut  retirement  age  on  pensions  from  62  to  60  after  20 
years  of  service.  If  the  age  limit  is  cut,  it  is 
estimated  that  the  costs  of  the  expanded  program  would 

probably  throw  the  20  cents  a ton  royalty  up  to  30  or 

1 

40  cents  a ton. 
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The  Consolidated  Edison  Corporation  has 
maintained  an  employee  benefit  plan  for  many  years, 
but  Just  recently  it  has  come  under  collective  bargain- 
ing. They  have  a voluntary  non-contributing  pension 
plan  which  is  maintained  at  the  company’s  discretion, 
although  they  have  agreed  with  the  union  to  continue 
the  plan.  Consolidated  maintains  a 65  age  limit  for 
retirement  for  men  and  60  for  women  with  disability 
retirement  at  any  age.  Financing  of  the  pension  plan 
is  done  out  of  operating  expenses  on  a year  to  year 
basis.  In  the  year  1947  the  company  paid  $3,883,909 
in  pension  payments. 


1.  Business  Week,  " '49  Coal  Demands ",  October  16,1948. 

p.  110. 

2.  Monthly  Labor  Review,  "Employee  Benefit  Program  of 
Consolidated  Edison",  A.  Weiss,  66:497-8,  May  1948. 
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D . Union-Management  Views  on  Pension  Plans 
1 . Union  Arguments 

The  absence  of  an  adequate  pension  plan 
leaves  an  excellent  opportunity  for  unions  to  make  de- 
mands along  these  lines.  Unions  are  out  for  worker 
security  as  they  never  have  been  before  and  adequate 
pension  plans  are  at  the  top  of  the  list. 

Definition  of  the  term  "adequate  pension"  is 
pointed  out  by  a recently  retired  employee  of  General 
Electric.  In  1945  this  employee,  William  Cooke,  was 
retired  after  35  years  of  service  with  the  company. 

Since  he  was  only  62  when  he  retired  he  was  not  eligi- 
ble for  the  federal  social  security.  Consequently,  he 
found  the  General  Electric  pension  he  received  to  be 
inadequate.  From  the  $66.04  a month  he  received  he  had 
to  deduct  $2.40  for  the  $2,000  life  insurance  he  carried 
which  left  a total  monthly  income  of  $63.64.  Ad- 
ditional odd  jobs  keep  him  out  of  debt,  but  he  feels 
the  General  Electric  pension  fund  is  not  adequate. 

When  he  becomes  eligible  for  the  federal  social  security 
he  feels  he  will  not  be  much  better  off  since  the  Gen- 
eral E3e  ctric  pension  clauses  provides  for  a deduction 
from  the  pension  benefits  paid  retired  employees  when 
they  receive  federal  social  security. 

Recent  statistics  show  that  more  than  80$ 
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of  the  10,000,000  people  over  65  years  of  age  in  the 
country  need  financial  assistance. 

Originally  pension  plans  were  often  under- 
taken by  unions  as  a means  of  aligning  the  worker  with 
the  union.  However,  as  collective  bargaining  has  come 
into  the  picture  unions  have  changed  their  viewpoint  on 
the  matter  and  are  currently  quite  interested  in  having 
management  pay  as  much  of  the  pension  plan  cost  as 
possible  - - Indeed  they  are  in  favor  of  management 
footing  the  entire  bill. 

Unions  have,  and  probably  always  will,  be  in 
strong  favor  of  pensions,  the  only  exception  to  the  rule 
being  when  management  tries  to  substitute  a benefit  such 
as  pension  plans  for  a wage  increase.  When  this  happens, 
obviously  the  union  turns  the  pension  plan  down.  Wage 
increases  are  primary  issues  and  they  argue  employee 
benefits  cannot  be  substituted  for  wage  increases. 

2 • Management  Arguments  For  and  Against 

According  to  Mr.  M.  3.  Folsom,  Treasurer  of 
1 

Eastman-Kodak  some  of  the  advantages  of  a pension  plan 
from  management's  point  of  view  are  as  follows: 

1.  provide  financial  assistance  to  employees 
when  they  cease  active  work. 


1.  Management  Review,  "Current  Pension  Problems",  July 
1947,  p.  392. ~ 
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2.  retiring  personnel  and  promoting  younger 
men  usually  results  in  more  efficient 
running  of  the  organization. 

3.  such  a plan  enhances  the  prestige  of  the 
employer  in  the  community  and  attracts  more 
satisfied  employees. 

4.  continuity  of  employment  and  therefore  re- 
duction in  labor  turnover. 

Pension  plans  are  complex  to  install  and  demand 
very  careful  planning  before  Installation.  Not  only  must 
they  be  adequate  today,  but  they  must  be  adequate  10  or 
15  years  from  now  and  should  not  place  any  undue  burden 
on  the  company.  In  setting  up  a plan,  consideration 
must  be  given  to  the  company's  earnings,  both  Immediate 
and  long  range,  the  stability  of  the  company,  relation- 
ship with  employees  and  the  capacity  to  carry  out  any 
pension  program  chosen. 

Management  feels  that  long  range  plans  like 
pensions  are  not  the  proper  subject  for  collective 
bargaining.  For  one  thing,  pension  plans  have  to  be 
very  carefully  worked  out,  not  only  because  of  the  pos- 
sible financial  loss  to  the  company,  but  also  because 
pension  plans  have  to  comply  with  federal  regulations 
and  are  subject  to  approval  by  the  Bureau  of  Internal 
Revenue.  Consequently,  management  is  quite  perturbed 
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about  the  recent  Inland  Steel  decision  because  they 
feel  subjecting  pension  plans  to  collective  bargain- 
ing procedure  opens  up  a whole  new  field  of  possible 
grievances.  In  addition,  management  is  also  aware  of 
the  fact  that  possible  negotiation  on  compulsory  re- 
tirement will  bring  supplementary  problems.  After  the 
Inland  Steel  decision  which  in  effect  stated: 

It  is  an  unfair  labor  practice  to  refuse 
to  bargain  collectively  about  pension 
and  retirement  plans. 1 

Management,  speaking  through  the  American  Management 

Association  stated  that  they  felt  that  there  was  a 

fallacy  in  the  decision  when  the  NLRB  defined: 

the  compulsory  retirement  age  of  a formal 
retirement  plan  as  a condition  of  employ- 
ment, if  payments  into  the  contributory 
provisions  of  such  a plan  are  entirely 
voluntary  on  the  part  of  the  covered  em- 
ployees.^ 


Another  point  which  management  feels  should 
be  brought  home  is  the  fact  that  if  the  plan  is  com- 
pletely financed  by  the  employer  he  should  be  able  to 
determine  the  provisions  under  which  the  benefits  are 
paid. 


Management  has  also  gone  on  record  as  being 
definitely  against  royalty  taxes  on  products  or  payroll 


1.  “The  Inland  Steel  Decision  and  Pension  Policy'11,  In« 
dustrial  Relations  Counselors,  New  York,  May  1948. 

2.  V/inans,  W.H.  , “Benefit  Plans  Under  Collective  Bargai 
ing  - Problems  and  Prospects”,  Personnel  Series  No. 
123,  American  Management  Association,  New  York, 1948. 
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assessments  to  finance  pension  plans. 

One  of  the  major  problems  that  management 
faces  in  pension  planning  is  that  of  the  man  who  wants 
to  work  beyond  retirement  age.  In  a recent  survey  by 
the  Employee  Benefit  Plan  Review*  it  was  discovered 
that  many  companies  at  present,  while  providing  for 
compulsory  retirement  in  the  pension  plan,  at  65  for 
men  and  60  for  women,  do  not  enforce  it.  They  allow 
the  person  to  continue  in  a year-to-year  basis  of  em- 
ployment if  he  so  desires  after  due  considerations 
has  been  given  to  various  factors  such  as  physical  and 
mental  health,  efficiency,  and  desire  to  continue. 

However,  as  the  age  level  increases,  many  companies 
feel  they  will  be  compelled  to  enforce  the  compulsory 
retirement.  Currently,  because  times  are  good  and 
wages  high,  the  unions  are  in  favor  of  deferred  retire- 
ment. However,  when  the  recession  period  comes,  doubt- 
less the  unions  will  be  in  favor  of  early  retirement 
with  no  reduction  in  pensions. 

The  current  feeling  by  unions  is  illustrated 
in  the  recent  demands  of  the  Oil  Workers  International 
Union  (CIO)  who  want  the  abolishment  of  compulsory  re- 
tirement, a reduction  of  the  age  level  to  60  with  an 

optional  retirement  clause  to  cover  age  55  or  25  years 

I. Management  Review, "Lax  Enforcement  of  Compulsory  Retire- 
ment , 1*Kovember_1943 , p.  600. 
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service.  Obviously  such  demands  are  not  based  upon 
an  accurate  knowledge  of  the  cost  factors  involved  in 
pension  planning. 

One  of  the  reasons  for  enforced  compulsory 
retirement  at  the  specified  age  level  is  it  does  away 
with  the  necessity  of  deciding  in  each  and  every  case 
whether  the  individual  concerned  should  be  allowed  to 
remain  on  for  further  employment.  In  addition,  it 
cuts  out  any  grievance  which  might  arise  on  this  parti- 
cular subject  and  it  also  does  away  with  the  possibility 
of  the  cry  "favoritism"  from  any  of  the  other  employees. 
Management  maintains  that  a good  selling  job  starting 
8 months  to  a year  prior  to  the  retirement  date  can 
often  help  to  put  the  employee  in  a happy  frame  of  mind 
about  retiring. 

According  to  Mr.  Folsom  of  Eastman  Kodak  if 
retirement  at  65  is  compulsory,  management  should  be 
responsible  for  the  following: 

1.  proper  notice  to  personnel  so  they  can 
make  plans. 

2.  management  has  the  Job  of  planning  on 
retirement  replacement  - - this  is  made 
easier  if  sufficient  notice  is  given. 

3.  if  retirement  is  not  compulsory,  manage- 
ment should  educate  on  the  desirability 
of  retiring. 
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. women  should  be  retired  at  60  (social 
security  says  65  so  most  employers  will 
let  women  work  until  65). 

5.  advlslbility  of  not  Including  any  worker 
in  pension  plans  who  was  hired  after  55. 
During  the  war  many  older  workers  were 
hired.  If  the  older  worker  is  included 
in  the  pension  plan  his  share  would  be 
very  small;  hence  it  is  usually  better 
policy  to  leave  the  older  worker  out  and 
provide  for  his  coverage  by  means  of  a 
severance  plan  program. 

6.  Amount  of  monthly  pension  in  relation  to 
final  salary.  Plans  are  generally  either 
based  on  the  employee's  final  salary  or 
based  on  the  salarj'  over  the  period  of 
years  worked.  If  the  latter  plan  is  used 
the  monthly  pension  might  be  lower.  Some 
times  management  uses  a period  of  just 
the  past  ten  years. 

7.  The  pension  plan  must  be  adequate  so  that 
when  combined  with  government  social  se- 
curity there  is  sufficient  income  so  the 
employee  will  want  to  retire. 

Management  should  realize  that  in  order  to 
have  flexible  pension  plans,  they  must  start  small 
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with  a group  of  permanent  employees  and  then  enlarge™ 
later,  rather  than  Including  everyone  to  begin  with 
and  then  finding  a problem  in  financing  later.  It  is, 
of  course,  undesirable  to  retract  a plan  once  it  is  in 
operation,  whereas  it  is  always  easy  to  expand  one. 

Some  smaller  companies  have  a problem  to 
face  in  the  matter  of  pension  plans;  namely,  that  their 
financial  situation  will  not  allow  them  to  install  an 
adequate  plan  with  sufficient  coverage.  The  question 
then  arises  whether  it  is  desirable  to  install  a poor 
plan  on  the  theory  that  something — no  matter  how  little- 
is  better  than  nothing  or  whether  to  forget  the  whole 
thing.  It  has  been  argued  that  a poor  plan  actually 
often  impairs  employee  morale.  Smaller  companies  have 
to  figure  costs  very  carefully  as  they  cannot  afford 
to  jeopardize  their  financial  standing.  In  addition, 
usually  mistakes  made  in  pension  plans  are  costly  and 
not  easy  to  correct.  Indeed,  if  management  is  going 
to  have  to  bargain  collectively  on  pension  plans  as 
the  Inland  decison  would  seem  to  Indicate  it  is  going 
to  be  increasingly  more  important  that  they  have  avail- 
able complete  and  accurate  factual  date,  cost  figures, 
and  so  forth  so  that  during  the  negotiations  management 
is  acutely  aware  of  Just  what  they  can  and  cannot  do. 
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It  is,  of  course,  equally  important  that  unions  are 
thoroughly  familiar  with  pension  plans,  types,  bene- 
fits, financing,  and  the  various  other  aspects  so  that 
the  bargaining  procedure  on  both  sides  is  supported  by 
factual  information. 

The  average  employee  does  not  have  any  idea 
of  pension  and  retirement  procedures  and  cost.  There- 
fore, it  is  to  management's  own  advantage  to  publicize 
this  information  through  bulletins  and  booklets  at 
every  opportunity.  The  union  may,  of  course,  carry  on 
an  educational  program  of  its  own  on  this  particular 
benefit. 

Another  problem  management  has  had  to  face  is 
that  of  the  employee's  vested  Interest  in  pension  plan 
contributions.  In  earlier  pension  plans  paid  for  by 
employers,  no  allowance  was  made  for  employees  who 
either  quit  or  were  laid  off  or  discharged  prior  to 
their  time  for  retirement.  They  lost  all  right  in  the 
pension  money.  This  policy  caused  much  poor  employee 
morale.  Consequently,  when  contributory  plans  became 
popular,  employees  became  entitled  to  their  contributions 
plus  Interest.  However,  this  complete  swing  of  the 
pendulum  left  certain  things  to  be  desired,  namely,  that 
employees  with  a vested  interest  would  hesitate  to 
leave  just  prior  to  the  retirement  age  because  they 
.could  not  afford  to  lose  a substantial  part  of  their 
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pension  credit.  Management  also  hesitated  to  let 
employees  go,  even  though  they  should.  Obviously, 
this  solution  was  not  the  complete  answer  to  the 
problem.  Nevertheless,  the  problem  has  now  resolved 
itself  to  the  point  where  many  companies  are  willing 
to  stipulate  that  after  ten  year's  service  an  employee 
is  entitled  to  receive  vested  right  to  50$  of  the  em- 
ployer's contribution  in  addition  to  the  employee's 
own  contribution  plus  interest.  Usually  an  additional 
percentage  is  allowed  after  additional  years  of  ser- 
vice. 

Management  feels  that  jmsion  plans  have  to 
be  definitely  sold  the  employees,  particularly  if  the 
employees  contribute  to  the  plan.  One  reason  for  the 
lack  of  enthusiasm  on  the  part  of  the  employees  is  the 
basic  nature  of  the  plan  itself.  Pension  plans  and 
retirement  plans  are  long  range  problems  and  most  workers 
find  it  difficult  to  become  actively  interested  in  re- 
tirement programs  which  will  not  affect  them  for  several 
years. 

The  following  outline  has  proved  to  be  suc- 
cessful in  selling  pension  plans  to  employees. 

1.  A good  booklet  which  describes  the  plan 
should  be  provided  by  management.-' 

2.  Individual  interviewing  should  be  done 


1.  See  Appendix 
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by  management. 

3.  Management  should  make  an  effort  to  keep 
the  plan  before  the  employees  over  the 
years . 

If  the  pension  plan  is  included  in  the  con- 
tract, management  should  strive  to  have  the  following 
clauses  included  if  at  all  possible. 

1.  should  provide  for  reduction  of  benefits 
if  the  government  social  security  bene- 
fits are  Increased. 

2.  as  pointed  out  previously,  it  is  desirable 
to  have  the  pension  plan  as  permanent  as 
possible.  Therefore  a good  clause  to  in- 
corporate would  be  one  stating  that  during 
the  life  of  the  contract  no  changes  wrill 
be  made  except  by  mutual  agreement  or  be- 
cause of  requirement  of  the  law. 

3.  should  provide  for  administration  of  the 
plan  by  management. 

The  advice  has  been  given  to  management  that 
they  should  support  wholeheartedly  modifications  and 
expansion  of  the  social  security  program  because  in  so 
doing  they  will  somewhat  reduce  the  pressure  by  unions 
on  management  to  establish  pension  plans. 
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E.  Cost 

Total  retirement  income  according  to  a sur- 

1 

vey  by  the  Dartnell  Company  should  be  equivalent  to 
approximately  l\%  of  the  worker’s  aggregate  pay  during 
his  total  length  of  employment  (this  includes  social 
security) . 

Most  pension  plans  at  present  are  financed 
through  joint  employer-employee  contributions;  usually 
the  company  paying  the  larger  share.  However,  unions 
are  now  demanding  that  employers  pay  the  total  amount. 

It  is  estimated  that  a pension  plan  paid  for  entirely 
by  the  employer  would  cost  approximately  2-5$  of  the 
payroll. 

The  New  York  Cloakmakers  Joint  Board  of  the 
ILG-WU  with  a group  of  approximately  35,000  employees 
finds  itself  contributing  3$  of  their  annual  payroll 
to  the  retirement  program.  Members  receive  $600  per 
year  at  age  65  and  this  coupled  with  social  security 
has  tended  to  induce  many  people  to  retire,  thus  leaving 
Jobs  open  for  the  unemployed  and  the  new  workers. 

Many  employers  are  now  interested  in  the  cents 

per  hour  per  employee  cost  of  pension  plans.  The 

reasons  for  the  interest  in  this  cost  figure  are:  it 

shows  the  actual  cost  per  employee,  permits  comparison 

1.  Dartnell  Company  "Survey  of  132  Companies’  Employee 
Benefit  Plans",  1947-1948. 
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with  other  costs,  and  the  figures  are  useful  to 
management  in  collective  bargaining  negotiations* 

In  the  future  it  is  possible  that  national 
legislation  similar  to  social  security  will  be  passed, 
but  for  the  time  being  the  job  of  providing  worker 
security  falls  on  the  private  enterprise.  This  means 
new  and  additional  costs  for  business,  some  of  which 
will  undoubtedly  be  passed  on  to  the  consumer  in  the 
form  of  higher  prices. 

One  method  of  reducing  cost  of  pension  plans 

is  noted  by  Gua  stave  Simons  in  his  article  "Payroll 

Flexibility  Through  Employee  Trusts",  namely  the  tax 

1 

exempt  trust.  Mr.  Simon  states: 

The  use  of  tax  benefits  provided  by 
Section  23,  page  101  and  165  of  the 
Internal  Revenue  Code  car.  very  sub- 
tantially  reduce  the  burden  of  employee 
security  costs  because  under  these  pro- 
visions payments  into  a qualified,  tax 
exempt  trust  are  deductible  as  a business 
expense  and  the  benefits  accumulate  free 
of  taxation  to  either  the  corporation, 
trust,  or  employee  until  the  reservoir 
is  tapped  and  benefits  flow  to  the  employee 
or  his  family. 

2 

The  Department  of  Commerce  provides  inter- 
esting information  on  the  increasing  amount  of  money 
contributed  by  employers  to  pension  plans.  These 


1.  Bureau  of  Foreign  and  Domestic  Commerce,  "National 
Income",  Supplement  to  Survey  of  Current  Business, 
July  1947,  p.  19,45. 

2.  Ibid,  p.  19,45. 
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statistics  show  in  1939  employer  contribution  was  128 
million  dollars  as  against  9L5  million  dollars  in  1946. 

It  is  assumed  that  the  1947-1948  figure  will  be  ex- 
tended considerably. 

Table  I on  page  49  gives  number,  cost  and 
coverage  on  pension  and  profit-sharing  plans  prior  to 
1930  and  from  1930  through  1946. 

Table  II  gives  an  estimated  cost  on  J.  L. 
Lewis’  miners  $100  a month  pension  at  age  60  (while 
the  age  level  is  currently  62,  Lewis  is  very  emphatic 
that  he  intends  to  bring  it  down  to  60). 

Table  III  on  pageSLgives  an  estimated  cost  for 
all  manufacturing  industries  for  a $100  a month  pension 
at  age  60. 

Table  IV  on  page  52  gives  employers'  con- 
tributions to  private  pension  and  welfare  funds  for 
the  period  1929  through  1946. 

Tables  II  and  III  are  based  on  60  year  retire- 
ments. Also,  in  extending , the  Security  Board  estimates 
it  had  to  be  assumed  that  the  ratio  of  pensioners  to 
total  employees  would  be  the  same  in  all  manufacturing 
as  in  coal  mining  and  that  only  currently  employed 
workers  would  be  eligible. 
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TABLa  1 1-2 

Hstimated  Cost  of  Miners 1 3100-ar-month 
at  Age  Sixty  Pension  Plan 


LOW  ESTIMATE 
Pensioners  Payments 

(thousands)  (millions) 

HIGH 

Pensioners 

(thousands) 

ESTIMATE 

Payments 

(millions) 

19481 

7.0 

3 8 

14.0 

i 17 

19501 

13.4 

16 

21.4 

26 

19551 

26.6 

32 

41.5 

50 

I9601 

40.8 

49 

63.3 

76 

1948 3 

40.7 

49 

57.7 

69 

19503 

42.4 

51 

60.4 

72 

19553 

46.6 

56 

67.5 

81 

I960 41 

49.8 

60 

74.3 

89 

19703 

54.8 

66 

89.7 

108 

19803 

59.6 

72 

107.5 

129 

19903 

63.3 

77 

CO 

• 

H 

150 

2000° 

62.4 

75 

131.6 

158 

1.  Assuming  only  currently  employed  miners  were  eligible. 

2.  Assuming  previously  employed  miners  were  also  eligible. 

3.  Later  years  - sane  under  both  assumptions. 

3ourc  e : Fac  tory  Manage  me  nt 

106:10,  October  1948 
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TABLE  I I- 3 

Hstinated  Cost  of  2100-a-Month  at  Age  60 
Pension  Plan  for  all  Manufacturing  Industry 


LOW  LSTIMAES 

HI  OH 

33TIUATS 

Pensioners 

(thousands) 

Payment  s 
(millions) 

Pensioners 

(thousands ) 

Payment s 
(millions) 

1948 

260 

3 .312 

536 

3 643 

1950 

505 

606 

811 

993 

' 

1955 

1,010 

1,212 

1,577 

1,892 

1960 

1,531 

1,837 

2,388 

2,866 

1970 

2,066 

2,479 

3,  398 

4,078 

1980 

2,250 

2,700 

4,056 

4,867 

1990 

2,419 

2,902 

4,714 

5,657 

2000 

2,357 

2,828 

4,974 

5,969 

Source : 

factory  Management 
106:10,  October  1948. 
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1 1—4 

Jinrployers’  Contributions  to  Private 
Pension  and  /el fare  Punds 


Year 

Actual 

Contributions 
(Millions  of 
Dollars) 

Index 

(1929=100) 

Pnployers'  Contributions 
as  Percentage  of  Total 
Wages  and  Salaries. 

1929 

128 

100.0 

0.28 

1930 

134 

96.9 

0.30 

1931 

121 

94.5 

0.36 

1933 

113 

38.3 

0.45 

1933 

103 

30.5 

0.44 

1934 

123 

96.1 

0.45 

1935 

129 

100.8 

0.43 

1936 

169 

132.0 

0.50 

1937 

139 

103.6 

0.36 

1933 

145 

113.3 

0.42 

1939 

156 

121.9 

0.42 

1940 

170 

132.8 

0.41 

1941 

183 

143.0 

0.36 

1942 

247 

193.0 

0.38 

1943 

393 

306.3 

0.50 

1944 

721 

563.3 

0.87 

1945 

838 

646.9 

1.01 

1946 

as 

714.8 

1.01 

Source : The  Conference  Board  Manage  nent  ho  cord 

September  1947,  Vol.  IX,  Mo.  9 


5 


TABLES  1 1- 5 

Percentage  of  Comp.-mies  with  Pension 
Plans  Requiring  Compulsory  Retirement. 


Size  of 
Nstahlishnent 

No.  of  Companies 
with  pension  plans 

No. of  Companies 
vith  Compulsory 
Retirement  Prov. 

£ of  Companies 
with  Compulsory 
Retirement  Prov. 

Under  850 
employees 

81 

51 

58.5 

850-999  en. 

158 

44 

31.9 

1,000-4,999 

111 

55 

49.5 

5,000  and 
over 

50 

87 

54.0 

TOTAL 

580 

157 

41.3 

Source:  Conference  Board  linn.ngement  Record, 

February  1948. 


F.  Future 


With  the  trend  ever  toward  a higher  per- 
centage of  older  people  in  the  country^and  conse- 
quently an  older  age  level  in  the  working  force, 
pension  plans  will  continue  to  take  on  added  impor- 
tance. Adequate  pensions  combihed  with  social 
security  furnish  the  way  for  management  to  release 
gracefully  their  older  workers.  Indeed,  companies 
in  the  past  that  have  merely  dropped  older  employees 
because  of  the  lack  of  an  adequate  pension  plan  have 
found  that  they  have  caused  much  ill  will,  not  only 
among  their  employees,  but  also  among  the  public. 
Carefully  planned  programs  keep  the  promotion  lines 
clear  for  the  necessary  younger  blood. 

The  question  has  been  raised  as  to  whether 

industry  should  provide  for  the  retirement  of  workers 

as  it  provides  for  "retiring"  plant  facilities  and 

equipment.  A noted  labor  leader  has  this  to  say  about 
2 

the  issue: 


Companies  are  expected  to  pay  interest 
on  their  indebtedness — they  have  to  pay 
for  their  nails,  their  spikes,  their 
steel  rails,  their  wire  cables  and  their 
electric  locomotives — and  every  article 
except  the  usage  of  a human  being.  An 
Individual  who  works  for  a living  has  a 


1.  "Pension  Planning  for  Department  Store  Employees", 

M.M.  Goldstein,  New  York,  1S47. 

2.  U.S.  News  and  World  Report , "Pensions : The  Coming  Issue 
in  Labor  Relations",  November  19,  1948. 
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certain  amount  of  equipment,  Just  as 
a plant  has.  He  has  no  allowance  for 
deterioration,  such  as  a corporate  entity 
has  for  plant  and  equipment,  for  obsoles- 
cence, deterioration,  deferred  maintenance 
and  all  such  items. 

The  worker  has  a right  to  expect  that 
after  years  of  active  service  there  will 
be  something  that  will  carry  him  through 
the  normal  years  of  his  existence. 


Many  plans  established  during  the  war  years 
were  designed  to  meet  existing  conditions  of  the  period, 
but  are  not  satisfactory  for  long  range,  sound  financial 
planning.  Management  today  is  realizing  the  necessity 
for  very  carefully  worked  out  pension  plans  which  meet 
the  employee  or  union  demands  and  yet  at  the  same  time 
do  not  place  the  company  in  a hazardous  financial  con- 
dition in  later  years. 

Because  of  the  Inland  Steel  decision,  many 
employers  are  waiting  to  see  what  the  final  outcome 
will  be  of  other  cases  on  the  same  subject  now  pending 
before  venturing  into  pension  plans,  or  changing  exist- 
ing ones. 

The  UAW's  1949  demands  include  a proposed 
pension  plan  of  $100  a month  over  and  above  federal 
social  security.  Reuther  expects  management  to  pay 
at  least  70 % of  the  cost.  It  has  been  estimated  that 
the  proposed  pension  would  cost  approximately  5-9^  an 
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hour  per  employee.  The  proposed  pension  plan,  is  of 
course  in  addition  to  demands  for  a wage  increase. 

The  American  Newspaper  Guild  wants  a pension 
plan  which  will  pay  $175  a month  (which  is  $75  higher 
than  John  L.  Lewis'  miners).  Estimated  cost  on  the 
latter  demand  is  10$  of  each  paper's  payroll  for 
financing.  U.S.  Steel  and  associated  steel  companies 
are  also  out  for  pension  plans  in  '49  which  would  pay 
$180  per  month  or  higher.  The  glass  workers  1949  de- 
mands include  a push  on  pension  plans,  while  the  textile 
industry  is  contemplating  the  same  thing. 
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CHAPTER  III 

HEALTH  AND  INSURANCE  PLANS 


A.  History 

One  of  the  earliest  activities  rf  trade 
unions  was  to  make  provisions  for  their  worker’s  pro- 
tection because  of  loss  of  pay  from  illness.  One  of 
the  first  sick  benefit  plans  was  initiated  by  the 
barber's  union  in  1893.  Following  close  upon  its 

heels  were  the  benefit  plans  initiated  by  the  Tobacco 

1 

Workers  in  1896  and  the  Pattern  Makers  in  1898. 

For  many  years  various  unions  carried  on  sick  benefit 
plans,  meagre  though  they  were . Actuarially,  many  of 
them  were  not  sound  and  their  scope  was  too  ambitious 
financially  so  eventually  many  of  these  plans  collapsed. 
Today  many  unions  have  health  and  insurance  plans,  but 
an  even  larger  number  of  plans  are  now  being  financed 
either  jointly  by  management  and  union  or  solely  by 
management.  Recently  union  thinking  has  shifted 
around  to  the  point  where  they  feel  it  is  up  to  the 
employer  to  protect  the  worker  by  adequate  benefits, 
either  paying  the  cost  completely  or  partially. 

In  1913  a Health  Center  was  started  by  the 
International  Ladies  Garment  Workers  Union  in  New  York. 

1.  Kennedy,  James  B. , Beneficiary  Features  of  American 
Trade  Unions , John  Hopkins  Press,  Baltimore,  Md . , 
1908,  p.  73. 
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When  it  was  first  established  the  union  paid  the  cost. 
Nov/,  however,  management  contributes  approximately 
3-4$  of  payroll  which  goes  directly  into  the  welfare 
fund.  Today,  this  Center  is  an  achievement  worthy 
of  note.  One  of  the  basic  reasons  behind  the  founda- 
tion of  the  Center  was  the  high  rate  of  tuberculosis 
among  their  workers  and  the  inability  of  v/orkers  to 
bear  the  cost  when  they  became  ill.  The  Center  today 
is  supported  mainly  by  employers  and  serves  some  160,000 
members  located  in  New  York  City.  It  is  devoted  mainly 
to  keeping  the  workers  healthy  and  to  give  treatment. 
Many  of  the  locals  which  use  the  Center  give  their 
v/orkers  health  credit  books  which  enable  them  to  secure 
a specified  amount  of  medical  care  per  year,  while  other 
locals  set  no  limit.  Prices  are  extremely  low  and 
facilities  are  excellent.  The  ILG-WU  has  also  set  up 
other  centers  in  cities  where  there  are  a sufficient 
number  of  their  workers  to  warrant  it.  The  ILGWU  has 
undoubtedly  gone  much  further  in  health  care  for  its 
members  than  any  of  the  other  unions.  The  trend  set 
forth  by  the  ILGWU — that  of  keeping  the  worker  healthy — 
is  still  a new  trend  but  one  which  may  eventually  be 
followed  by  others. 

In  1926,  the  Amalgamated  Association  of 
Street  and  Electric  Railway  Workers  were  successful 
in  getting  a clause  included  in  their  contract  stating 
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that  the  employer  would  pay  the  total  cost  of  em- 
ployee sick  benefits  and  insurance.  This  is  probably 
one  of  the  earliest  cases  of  benefit  plan  negotiations 
being  incorporated  into  a union  contract.  Even  as 
late  as  1S42  the  Bureau  of  Labor  Statistics  reported 
very  few  formal  sickness-insurance  plans  in  existence 
and  relatively  few,  if  any,  cases  of  incorporation  of 
such  plans  into  union  contracts.  However,  since  this 
time  the  picture  has  shifted  very  rapidly. 

Many  companies  introduced  insurance  plans 
during  1943  as  a method  of  adding  the  forbidden  wage 
increases  and  in  the  clothing  industry,  in  particular, 
to  attempt  to  stop  the  frequent  turnover  of  labor.  In 
the  meantime,  of  course,  the  National  Labor  Relations 
Board  has  said  it  would  approve  the  inclusion  of  group 
insurance  plans  in  labor  contracts  if  (l)  they  were 
voluntarily  arrived  at  and  (2)  if  the  cost  was  not  over 
of  the  payroll.  In  addition,  the  Treasury  Depart- 
ment stated  that  cost  of  insurance  plans  '-ere  deductible 
as  business  expense.  Without  a doubt  the  policy  of  the 
NLRB  had  a great  deal  to  do  with  bringing  health  and 
welfare  plans  into  the  union  contracts. 

Insurance  and  health  plans  have  worked  quite 
well  for  the  most  part  except  during  periods  of  unem- 
ployment (during  the  early  30's)  and  scarcity  of  labor 
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(during  the  war  period)  when  abuses  have  arisen  to 
the  extent  that  insurance  companies  have  had  to  more 
or  less  clamp  down. 

B . Types 

The  fear  of  sickness  and  accident  impose 
a strain  on  the  average  family  unless  some  type  of 
coverage  is  provided.  V/ hen  sickness  or  accident  strikes, 
two  basic  problems  are  of  immediate  concern,  namely 
that  some  sort  of  income  continue  to  be  provided  and 
secondly,  that  money  is  available  to  pay  hospitalization, 
medical  bills,  special  drugs,  treatments,  and  so  forth. 
Usually,  family  finances  are  not  geared  to  take  care  of 
these  problems  when  the  breadwinner  suddenly  becomes 
incapacitated.  Consequently,  a solution  to  the  problem, 
be  it  by  private  company  or  government  is  uppermost  in 
the  worker's  mind. 

Health,  accident  and  insurance  plans,  in 
contrast  to  pension  plans,  are  comparatively  simple  to 
install  and  can  be  administered  on  a short  term  basis. 

The  plans  are  usually  divided  into  the  following  cate- 
gories : 

1 . Group  Life 

This  type  pays  benefits  ranging  from 
$1,000  to  $2,000  for  death  for  any  cause.  Sometimes 
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the  policy  is  limited  to  $ 500  but  this  is  not  generally 
customary.  The  plans  are  either  graduated  (in  which 
case  factors  such  as  length  of  service,  position,  sex, 
and  so  forth  are  considered)  or  are  uniform.  A study 
by  the  Dartnell  Company'1'  shows  that  group  life  in- 
surance is  the  most  prevalent  tyne  of  employee  benefit 
plan.  Almost  80$  of  the  companies  surveyed  in  this 
study  had  group  insurance  plans. 

An  interesting  trend  was  given  recently  in 
this  field  by  a study  carried  on  by  Associated  In- 
dustries, Cleveland,  Ohio.  In  this  study  designed  to 
determine  what  happened  to  group  life  insurance  plans 
when  the  employee  retired  they  discovered  the  following 
information: 

Of  the  thirty-seven  companies  surveyed: 

19  discontinued  the  group  life  insurance 
9 continued  it  at  company  expjense 
8 continued  it  on  a reduced  policy  basis 
or  gave  it  to  the  employee  paid  up 
1 undecided. 

2 . Accidental  Pea th  and  Dismemberment 

For  accidental  death  full  payments  are 
made,  whereas  for  dismemberment,  onljr  partial  payments 

1.  Dartnell  Company,  "Experience  of  132  Companies  with 

Employee  Benefit  Plans",  1947-1948. 
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are  made.  These  policies  are  written  one  of  two 
ways,  namely,  (1)  for  all  accidents,  or  (2)  for  non- 
occupational  accidents.  In  a survey  by  the  Conference 
Board  56^  of  the  contracts  surveyed  contained  pro- 
visions for  accidental  death  and  dismemberment. 

3.  Non-Occupational  Sickness  and  Accident 

Insurance 

These  policies  pay  weekly  cash  benefits 

which  is  what  the  worker  needs  if  he  is  laid  up. 

Usually  sick  leave  benefits  are  not  paid  for  the  first 

one  or  two  days,  but  rather  tend  to  require  a waiting- 

period.  In  the  case  of  accident,  however,  this  waiting 

period  is  usually  overlooked.  In  the  Conference  Board 
2 

survey  92%>  of  the  contracts  surveyed  contained  pro- 
visions for  non-occupational  sickness  and  accident 
insurance.  Unions  are  in  favor  of  health-insurance 
plans  that  pay  cash  benefits  as  they  feel  that  this 
answers  one  of  the  most  pressing  problems  of  the  worker. 

4.  Hospitalization 

These  plans  pay  daily  benefits  to  the 
worker  for  a limited  number  of  days  and  are  very  similar 
to  Blue  Cross.  The  Conference  Board  survey  showed  Q0% 
of  the  contracts  surveyed  contained  such  clauses. 


1.  Management  Review,  November  1948,  p.  597. 

2.  Ibid,  p.  597. 

3.  Ibid,  p.  597. 
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5.  Surgical  Insurance 


This  type  of  plan  calls  for  payment  of 
cost  of  operation  up  to  a set  maximum  and  is  similar 
to  Blue  Shield. 

6 . G-roup  Medical  Care 

These  plans  are  not  very  common  at  the 
present  time.  They  call  for  payment  of  doctor's  bills. 

The  administration  of  these  various  health 
and  insurance  plans  are  usually  carried  out  in  one  of 
three  ways: 

1.  Insurance  Fund:  in  which  the  employers  pay  a 
percentage  of  payroll  into  a fund  administered  by 
trustees  who  in  turn  purchase  necessary  insurance, 
hospitalization  and  so  forth  from  commercial  companies. 

2.  Centralized  Fund:  All  contributions  go  into 

one  fund  and  officers  of  fund  administer. 

3.  Decentralized  Plan:  under  this  plan  unions 

take  care  of  collections  and  disbursements. 

As  in  the  case  of  pension  plans,  health, 
accident  and  insurance  plans  may  be  either  contributory 
or  non-contributorv  and  the  discussion  pertaining  to 
the  advantages  snd  disadvantages  of  these  two  types 
given  und?r  Chapter  II  are  also  applicable  here. 
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C . Collective  Bargaining 


1 


The  Bureau  of  Labor  Statistics  reports  over 
1,250,000  employees  are  now  covered  by  health  benefits 
under  collective  bargaining. 

Many  employers  have  stated  that  they  have 
negotiated  collective  bargaining  contracts  which  in- 
cluded health  and  insurance  clauses  and  found  them  to 
work  out  very  successfully,  while  other  employers  have 
successfully  avoided  including  benefit  program  clauses 
in  contracts  by  so-called  non-discrimination  clauses. 

These  clauses  merely  state  that  the  company  will  not 
discriminate  against  employees  covered  by  the  contract 
in  the  participation  of  plans  providing  benefits.  For 
the  time  being  many  unions  are  accepting  these  non-dls- 
criminatory  clauses  but  more  and  more  they  are  trying  to 
include  the  actual  benefit  plan  in  the  contract  itself. 

Many  companies  have  agreed  to  allow  inclusion 
of  health-insurance  plans  in  the  union  contract  as  long 
as  they  were  able  to  include  the  proviso  that  management 
still  reserved  the  right  to  "revise,  revoke  or  interpret 
the  various  provisions  of  the  plan".  The  unions  con- 
cerned have  agreed  to  this  as  a compromise  when  they 

t 

are  not  able  to  obtain  a straight  clause. 

Six  unions,  namely,  Amalgamated  Clothing  Workers 

1.  U.S.  Dept,  of  Labor,  Bureau  of  Labor  Statistics, 
Bulletin  No.  900,  March  1947. 
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of  America,  United  Furniture  Workers,  United  Hatters, 

Cap  and  Millinery  Workers,  Upholsters  International  Union, 
Federation  of  Dyers,  Finishers,  Printers  and  Bleachers, 
and  the  American  Federation  of  Hosiery  Workers  have 
worked  out  definite  insurance  plans  which  they  claim 
adequately  cover  their  workers.  These  plans  tell  how 
they  are  to  be  set  up,  how  financed,  how  to  be  adminis tered- 
in  fact,  all  the  necessary  information  is  provided.  These 
national  or  internationals  in  turn  supply  this  information 
to  the  locals  so  they  are  prepared  with  a definite  pro- 
gram when  collective  bargaining  negotiations  commence. 

The  national  stresses  the  fact  that  it  is  up  to  the  in- 
dividual locals  to  negotiate  these  plans  into  the  con- 
tract for  the  protection  of  the  workers.  In  addition, 
the  national  is  willing  to  supply  any  needed  help  or  in- 
formation to  the  locals  in  addition  to  the  basic  plan. 

The  majority  of  health  and  Insurance  plans  that  have  been 
Incorporated  in  collective  bargaining  contracts  by  locals 
have  followed  the  plans  laid  out  by  the  nationals. 

All  six  plans  are  in  accord  on  the  following 
point,  namely,  employer  financed.  Five  of  the  plans 
provide  for  this  financing  by  a specified  percentage  of 
gross  weekly  payroll.  Four  of  the  unions  use  commercial 
insurance  carriers  while  two  (Amalgamated  and  the  United 
Hatters)  have  assumed  the  risk  themselves.  Amalgamated 
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started  in  1942  with  2%  of  payroll;  now  it  is  5$.  In  . 
all  six  plans  the  requirements  are  the  same: 

(1)  employer  financed 

(2)  union  membership 

The  benefits  in  the  six  plans  vary  somewhat,  but  basically 
afford  somewhat  the  same  protection.  Five  of  the  plans 
are  either  wholly  or  partially  administered  by  the  unions. 

Other  nationals  and  internationals  advocate 
bargaining  by  locals  for  Insurance  plans.  However,  they 
do  not  set  up  actual  plans  to  follow  as  the  six  Just 
mentioned.  These  nationals  do,  however,  often  adopt 
policy  platforms  at  conventions  to  the  effect  that  the 
national  is  in  favor  of  health  and  insurance  benefits, 
leaving  it  to  the  locals  to  carry  on  from  there.  The 
nationals  are  very  willing  to  help  the  locals  achieve 
their  goals  in  any  way  they  can  and  often  supply  all 
types  of  information,  charts,  bulletins  and  so  forth 
to  the  locals.  All  of  the  nationals  advocate  employer 
financed  plans. 

On  the  other  hand,  many  locals  have  gone 
ahead  on  their  own  with  no  national  guide  to  go  by  or 
even  any  encouragement  from  the  national  and  established 
health  plans  of  their  own.  For  the  most  part  plans 
that  have  been  established  in  this  manner  are  adminis- 
tered Jointly  by  unions  and  management.  However, 
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financing  has  been  almost  completely  by  employers  as 
in  the  other  plans. 

The  final  situation  to  be  considered  is  where 
company  plans  had  previously  existed  and  have  merely 
been  liberalized  through  collective  bargaining.  Be- 
cause of  the  recent  ruling  that  a company's  refusal 
to  incorporate  existing  benefit  plans  into  the  contract, 
virtually  means  a refusal  to  bargain,  companies  are  now 
agreeing  more  readily  toward  incorporation  of  such  plans. 
When  company  insurance  or  health  plans  have  been  incor- 
porated into  the  union  contract,  managements  have  more 
or  less  generally  insisted  upon  the  continuance  of 
coverage  of  all  employees  previously  covered  by  the 
company  plan,  whether  or  not  they  are  part  of  the  bargain- 
ing unit  and  also  they  wanted  these  employees  to  benefit 
from  any  additional  benefits  that  might  be  gained  be- 
cause of  collective  bargaining  negotiations.  Because 
of  union  pressure  many  company  plans  not  in  the  collective 
bargaining  agreement  have  been  liberalized  and  additional 
benefits  added.  Through  collective  bargaining  many 
benefit  provisions  have  also  been  greatly  enlarged. 

Many  unions  now  are  trying  to  get  cash  benefits 
for  disability  included  in  collective  bargaining  con- 
tracts. Benefits  asked  are  usually  from  40-60$  of  pay- 
roll with  a limitation  on  duration.  In  industries  where 


, 

. 

. 

. 

- ' • 
* 


many  women  are  employed,  maternity  benefits  are  often 
asked.  The  majority  of  the  new  health  programs  are 
all  being  financed  by  employers  and  probably  the  trend 
will  continue  in  this  direction. 


D.  Union-Management  Position 

1 

In  a recent  survey  by  Princeton  University 
the  following  arguments  against  health  plans  were  ad- 
vanced by  management. 

(1)  high  cost  to  management 

(2)  absenteeism  - usually  found  to  be  more 

(3)  management  often  feels  that  if  they  con- 
tribute toward  sick  benefits  they  cannot 
afford  to  raise  wages;  thus  the  well 
worker  is  penalized. 

This  latter  point  by  management,  however,  can  be  turned 
around  and  used  by  unions  as  follows:  Management  tries 

to  substitute  health  benefits  for  increased  wages  and 
the  union  contends  these  two  are  not  equal  and  there- 
fore should  not  be  substituted  one  for  the  other. 

On  the  other  hand,  unions,  particularly  in 
the  garment  industries,  feel  very  strongly  on  the  point 
of  giving  up  health  benefits  once  they  have  been  obtained. 
Indeed,  the  majority  of  them  feel  that  in  times  of  de- 
flation they  would  prefer  to  accept  a wage  decrease 

1.  Helen  Baker  and  Dorothy  Dahl,  "Group  Health  Insurance 
and  Sickness  Benefit  Plans  in  Collective  Bargaining", 
Princeton  University,  1945. 
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rather  than  give  up  any  health  benefits. 

In  the  years  prior  to  legislation  requiring 
collective  bargaining,  employers  sometimes  offered 
health  and  welfare  plans  to  the  employees  as  a kind  of 
offering  to  prevent  organization  of  the  workers  into 
a union.  Management  as  a whole  was  quite  willing  to 
grant  union  requests  for  insurance  plans  during  the  war 
time  period  mainly  because  the  entire  premium  could  be 
counted  as  a legitimate  business  expense.  Probably  that 
one  fact  alone  gave  insurance  plans  a terrific  impetus 
which  they  might  not  otherwise  received.  In  addition, 
of  course,  wage  stabilization  during  the  war  time  period 
prevented  actual  wage  rate  increase®  whereas  benefit 
plans  were  generally  allowed.  Many  employers  felt  in 
addition  that  Insurance  plans  might  offer  the  means  of 
cutting  down  labor  turnover,  make  for  a better  reputation 
in  the  community  and  in  the  long  run  perhaps  improve 
absenteeism  and  worker  morale. 

Because  of  the  fact  that  the  union  usually 
administers  group  sickness-insurance  plans,  although 
management  pays  the  bills,  management  feels  that  the 
union  as  such  is  strengthened  as  the  workers  are  more 
conscious  of  the  union  participation.  On  the  other  hand, 
management  usually  will  concede  that  union  administration 
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of  such  plans  is  very  good  and  in  addition  relieves 
management  of  the  burden. 

1 

In  a recent  survey  of  manufacturing  companies 
that  included  health  and  welfare  plans  in  collective 
bargaining  agreements,  some  of  the  following  objections 
were  raised  by  management: 

1.  Insurance  plans  in  particular  can  be  put 
into  operation  much  more  effectively  on  a company-wide 
basis,  rather  than  a plant-to-plant  basis.  However, 
management  is  against  company-wide  bargaining  and  there- 
fore is  against  any  plans  that  are  proposed  on  a company- 
wide basis  rather  than  a plant-to-plant  basis. 

2.  When  plans  are  set  up  to  Include  only 
paid  up  union  members,  management  feels  the  plans  are 
discriminatory  toward  the  remainder  of  the  employees 
who  are  not  members  of  the  union.  According  to  the  old 
Wagner  Act  the  employer  cannot  discriminate  against 
workers  who  are  members  of  the  unions  and  those  who  are 
not.  If  collective  bargaining  is  defined  to  include 
employee  benefits,  then  all  employees  are  entitled  to 
these  benefits  whether  they  are  union  members  or  not. 
However,  definition  of  collective  bargaining  under  the 

Wagner  Act  does  not  definitely  state  whether  or  not 

T.  "Group  Health  Insurance  and  Sickness  Benefit  Plans 

in  Collective  Bargaining1’ , Princeton  University,  1945, 
p.  29. 
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employee  benefits  are  appropriate  subjects  of  col- 
lective bargaining  negotiations.  The  Taft-Hartley  Act 
does  not  clear  this  matter  up,  but  recent  ruling  by  the 
NLRB  on  the  Inland  Steel  Case  seems  to  leave  the  matter 
wide  open. 

3.  Many  of  the  unions  in  their  proposals  for 
collective  bargaining  clauses  try  to  obtain  company 
financed  plans.  Management  feels  very  strongly  on  the 
point  that  plans  should  be  contributory  in  order  to  be 
successful  and  for  that  reason  often  will  not  agree  to 
inclusion  in  the  contract.  One  of  the  basic  arguments 

by  the  union  fof  complete  payment  by  the  employer  is  that 
they  feel  the  employer  can  afford  the  premiums  whereas 
the  workers  cannot.  The  employers,  however,  argue  that 
while  it  may  have  been  relatively  easy  for  them  during 
war  time  to  pay  the  cost  because  of  "cost  plus  contracts" 
and  the  like,  it  will  be  increasingly  difficult  for  the 
employer  to  continue  to  pay  full  cost  during  peacetime. 

4.  Some  employers  believe  firmly  that  any 
benefit  program  should  be  administered  by  management  so 
that  close  supervision  can  be  maintained  and  abuses  re- 
duced to  a minimum. 

E.  Cost 

Some  companies  have  estimated  that  the  total 
cost  of  Insurance  and  health  plans  run  from  2-3$  of 
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payroll.  A breakdown  of  individual  costs  follows: 

In  1945  22-1/2  billion  dollars  of  group 

life  insurance  was  in  force.  In  1947  there  was  32 
billion  dollars  worth  of  group  life  insurance  in  force. 
Group  accident  and  health  plans  covered  some  8 million 
workers  in  1947;  the  premiums  amounting  to  $146,300,000. 
(This  did  not  include  paid  sick  leave).  Group  hospital 
insurance  covered  7,110,000  in  the  same  year,  plus 
7,080,000  members  of  worker’s  families  (Blue  Cross  not 
Included).  Surgical  insurance  covered  6,529,000  workers 
and  4,574,000  members  of  worker's  families  (Blue  Cross 
and  Blue  Shield  not  included)  and  medical  insurance 
covered  1 million  workers.  The  premiums  on  the  three 
latter  types  of  insurance  coverage  amounted  to  $148, 700- 
COO. 

The  ILGWU  received  from  employers  $11,190,000 
for  health  and  welfare  funds  for  the  six  month  period 
ending  June  3,  1947.  Six  thousand  employers  contribute 
to  Amalgamated  Clothing  Workers  of  America  benefit  fund. 
The  cost  ranges  from  2-5$  of  payroll,  2$  without  pensions 
and  5$  with  pensions.  For  a breakdown  of  benefits  paid 
by  Amalgamated  see  pages  75-78.  For  a breakdown  of  bene- 
fits paid  by  AFL  unions  for  the  year  1945,  see  page  . 
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The  unions  that  are  stressing  the  urgent 
need  for  worker  coverage  by  means  of  health  insurance 
clauses  incorporated  into  collective  bargaining  con- 
tracts are  also  the  same  unions  that  are  clambering 
loudly  for  government  sponsored  health  and  insurance 
protection.  Indeed  they  are  fully  in  favor  of  com- 
pulsory government  health  programs  and  were  solidly 
behind  the  Wagner-Murray-Dingell  Bill.  They  firmly 
believe  that  the  government  eventually  will  make  pro- 
visions for  this  protection  but  in  the  meantime  until 
that  day  comes  they  maintain  private  plans  financed  by 
employers  are  the  only  solution.  The  unions  realize 
that  when  the  government  plan  becomes  operative  that 
many  private  plans  will  either  have  to  be  modified  or 
discontinued. 

Some  contracts  already  are  including  protection 
clauses  stating  that  the  health  insurance  plans  will  be- 
come inoperative  in  the  event  of  state  or  federal  health 
and  insurance  plans.  Management  on  the  other  hand  has 
tended  to  be  against  compulsory  government  health  and 
insurance  plans.  Indeed,  some  instances  have  been  cited 
where  employers  agreed  to  private  health  Insurance  plans 
merely  because  they  hoped  they  were  forestalling  com- 
pulsory government  plans. 
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Actually,  both  management  and  labor  are  in~ 
dined  to  agree  that  probably  health  and  Insurance 
plans  will  continue  to  be  incorporated  in  collective 
bargaining  contracts  for  some  time  to  come  and  certainly 
until  some  adequate  government  program  is  put  into 
operation. 
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TABLE  III-l 


AMALGAMATED  CLOTHING  WORKERS  OF  AMERICA 


Hospital  Expense 

Benefits  Paid 

NO.  OF 

FUND 

CLAIMANTS 

PAID  OUT 

National  Clothing 

13,978 

$ 

1,139,918 

Chicago  Clothing 

2,400 

257,465 

Cotton  Garments 

4,335 

262,805 

Laundry 

641 

39,489 

Washables 

188 

9,292 

Three  smaller  union 
funds 

237 

21,071 

Totals 

21,779 

$ 

1,730,040 

Source:  Labor  and  Nation 

Nov-Dec.  1948, 
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TABLE  I I 1-2 


AMALGAMATED  CLOTHING  WORKERS  OF  AMERICA 
Weekly  Disability  Benefits  Paid 


FUND 

NO.  OF  CLAIMANTS 

PAID  OUT 

National  Clothing 

45,545 

| 2,853,435 

Chicago  Clothing 

8,365 

724,403 

Cotton  Garments 

9,228 

508,450 

Laundry 

1,716 

104,894 

Washable s 

380 

28,737 

Three  smaller  union 

funds  536 

115,540 

Totals 

65,768 

$ 4,256,990 

Source:  Labor  and  Nation 

Nov-Dec.  1948, 
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TABLE  III -3 

AMALGAMATED  CLOTHING  WORKERS  OF  AMERICA 
Maternity  Benefits  Paid 


FUND 

NO.  OF  CLAIMANTS 

PAID  OUT 

National  Clothing 

4,988 

* 

249,400 

Cotton  Garments 

3,674 

183,700 

Laundry 

224 

12,768 

Washables 

104 

5,200 

Three  smaller  union 
funds 

61 

3,050 

Totals 

9,051 

$ 

454,118 

Source:  Labor  and  Nation 

Nov-Dec . 1948, 
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TABLE  I II -4 

AMALGAMATED  CLOTHING  WORKERS  OF  AMERICA 


Death 

Benefits  Paid 

FUND 

NO.  OF  CLAIMANTS 

PAID  OUT 

National  Clothing 

2,980 

$ 1,489,650 

Chicago  Clothing 

778 

382,784 

Cotton  Garments 

258 

129,000 

Laundry 

119 

59 , 500 

Washable s 

104 

5,200 

Three  smaller  union 
funds 

51 

25,750 

Individuals  - N.Y.Co. 

Conversions 

83 

41,451 

Totals 

4,292 

$ 2,139,635 

Basic  Benefits 


Weekly  Disability:  $15,00  per  week  for  men  and  $10,00  for 
women  for  13  weeks*  sickness  and  13  weeks’  accident  in  any 
12  months. 

Hospital : $6.00  per  day  for  31  days  of  sickness  and  31  days 

of  accident  confinement  in  any  12  months,  and  $50,00  for 
incidental  expenses  in  any  one  confinement. 

Surgical : $150.00  maximum.  Graded  benefits  are  provided 

according  to  type  of  operation  and  include  a maternity 
benefit  ranging  from  $100.00  to  $25.00. 

Survivors'  Benefit:  (Death)  $500.00 


Source : 


Labor  and  Nation 
Nov-Dec.  1948. 


TABLE  II 1-5 


Benefit  Payments  of  A.F.  of  L.  Unions  and 
the  Big  Four  Railroad  Brotherhoods  - 1945 . 


Death  Benefits $ 19,402,288 

Sick  Benefits 4,781,496 

Unemployment  Benefits.. 131,612 

Old-age  Benefits 8,563,778 

Disability  Benefits 1,392,945 

Miscellaneous  Benefits 1,520,609 


Source:  Report  of  the  Executive  Council  of 

the  American  Federation  of  Labor 
to  the  1946  A.F.  of  L.  Convention, 
p.  65. 
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TABLE  III-6 


G-roup  Insurance  and  Paid  Sick  Leave  Provisions 
in  373  Post  Taft-Hartley  Union  Agreements, 


Types  of  Provision 

No. 

Total 

% 

CIO 

No.  % 

AFL 

No.  % 

Ind. 
No.  % 

G-roup  Insurance 

59 

15.8 

42 

25.0 

12 

8.8 

5 

7.3 

G-roup  Insurance 
and  Paid  Sick 
Leave 

10 

2.7 

3 

1.8 

5 

3.7 

2 

2.9 

Paid  Sick  Leave 

42 

11.3 

10 

5.9 

23 

16.9 

9 

13.0 

Total  Agreements 
with  provisions. 

111 

29.9 

55 

32.7 

40 

29.4 

15 

23.2 

No.  provision  in 
contract 

262 

70.2 

113 

67.3 

96 

70.6 

53 

76.8 

Total 

373 

100.0 

168 

100.0 

136 

100.0 

69 

100.0 

Conference  Board  Management  Record, 
Vol . X,  No.  8,  August  1948. 


Source : 
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TABLE  III-? 


Type  of  Benefits  Included  in  Twenty-five  Union  Contracts 


Benefits 

Number 

Agreements 

Percent 

Life  Insurance 

20 

80.0 

Accidental  Death  and 

dismemberment  benefits 

20 

80.0 

Weekly  sickness  and 
non-occupational 

accident  benefits 

23 

92.0 

Hospital  benefits 

Employees 

22 

88.0 

Dependents 

? 

28.0 

Surgical  benefits 

Employees 

19 

76.0 

Dependents 

2 

8.0 

Medical  Benefits 

Employees 

4 

16.0 

Dependents 

1 

4.0 

Source : 


Conference  Board  Management  Record 
April  1947. 
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CHAPTER  IV 


PAID  VACATION  AND  HOLIDAY  PLANS 


A.  History 

1 . Vacations 

Originally  vacations  were  asked  for  the  sake 
of  the  employee’s  health;  now,  however,  it  is  considered 
that  the  employee  has  earned  the  vacation  in  the  pre- 
vious year.  The  increase  in  vacation  plans  has  been 
tremendous.  Originally,  it  was  limited  to  office  em- 
ployees exclusively,  one  of  the  earliest  known  plans 
for  office  employees  being  put  into  effect  in  1886  at 
Westinghouse  Electric,  but  now  the  majority  of  plant 
employees  are  also  entitled  to  vacation  privileges. 

When  unions  first  tackled  the  problem  they  were  very 
cautious.  Previously,  vacations  given  by  unions  such 
as  the  Typographical  Union  had  always  been  termed 
"gratuities".  Hence,  the  unions  were  reluctant  to  place 
vacations  within  the  realm  of  wages,  hours  and  working 
conditions.  How  the  trend  has  changed  concerning 
vacations  is  set  forth  below  in  a statement  given  by 
President  Roosevelt  in  1941. 

The  enjoyment  of  a vacation  with  pay 
has  long  been  one  of  the  more  important 
aspirations  of  American  Labor.  It  has 
been  a goal  of  labor,  not  only  because 
it  makes  possible  leisure  and  relief 
from  every  day  cares  and  duties,  but 
also  because  the  right  to  a vacation 
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with  pay  is  a mark  of  social  status 
and  a recognition  of  the  worth  and 
dignity  of  the  ordinary  laboring 
man.l 

While  the  union  movement  advocating  paid 
vacations  for  wage  earners  hastened  the  growing  practice, 
undoubtedly  a big  impetus  was  given  when  the  National 
War  Labor  Board  set  down  a policy  approving  clauses  in 
collective  bargaining  agreements  on  vacations  during 
World  War  II.  The  Board  generally  ordered  one  week 
for  one  to  five  years  service,  two  weeks  for  five  years 
service  or  over;  to  be  acceptable  during  the  war  time 
period  and  further  stated  that  for  maximum  efficiency 
and  production  these  vacations  were  found  to  be  necessary. 
From  this  time  on  paid  vacation  plans  for  wage  earners 
in  particular  increased  quite  rapidly. 

2.  Holidays 

The  background  for  the  practice  of  paid  holi- 
days is  not  too  complete,  but  in  the  earlier  days  unions 
prohibited  work  on  certain  days.  Later  they  discouraged 
work  on  holidays  by  instituting  premium  pay.  At  present 
both  procedures  are  followed  and  clauses  requiring  pay 

for  holidays  not  worked  are  also  included  in  contracts. 

2 

A survey  by  the  Conference  Board  in  1936 

1.  U.S.  Department  of  Labor,  Bulletin  908-2 , "Collective 
Bargaining  Provisions,  Vacations,  Holidays  and  Week- 
end Work”. 

2.  Conference  Board  Management  Record,  April  1947,  p.73. 
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showed  that  only  9$  of  446  companies  surveyed  had  a 

policy  of  paid  holidays  for  wage  earners.  However,  in 

1 

1946  a survey  of  240  companies  by  the  Conference  Board 
showed  over  41$  had  a policy  of  paid  holidays  for  wage 
earners. 

B . Major  Systems  in  Use 
1 . Vacations 

Among  the  systems  in  use,  the  following  seem 
to  be  the  most  prevalent  in  industry  today. 

a.  Single  Plan:  Assuming  a minimum  length 

of  service  requirement  met,  all  employees  have  vacations 
of  the  same  length. 

b.  G-raduated  Plan:  Based  on  length  of  ser- 

vice; for  example:  one  week  for  one  to  five  years  of 
service;  two  weeks  for  five  to  fifteen  years  of  service; 
and  three  weeks  for  fifteen  years  service  or  over.  A 
variation  on  this  method  is  often  a third  week  given  in 
the  winter  time  after  ten  or  twelve  years  of  service. 
Obviously  in  the  latter  plan  the  workers  have  a chance 

for  longer  vacations.  In  a survey  by  the  Bureau  of 

2 

Labor  Statistics  in  1944  more  union  contracts  contained 
graduated  plans  than  single  plans. 

Vacation  plans  are  usually  computed  in  the 
following  manner  for  hourly  rated  employees. 

1.  Conference  Board  Management  Record, April  1947, p. 75. 

2.  U.S.  Dept,  of  Labor , Bulletin  No. 811, "Paid  Vacations 
in  American  Ind us try ,1943-1944" . 
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1.  Hourly  rate  by  average  number  of  hours 
per  week  worked.  Piecework  is  usually 
computed  on  the  basis  of  weekly  com- 
pensation averaged  over  a definite 
period. 

2.  Total  earnings  for  definite  period 
divided  by  weeks  worked. 

3.  Percentage  of  annual  earnings 

2.  Holidays 

Holiday  pay  for  salaried  workers  is  no  problem 
to  compute,  but  in  the  case  of  hourly  workers  it  is  de- 
sirable to  state  in  the  contract  how  computation  will 
be  made. 

1.  The  most  common  method  of  calculation  is 
by  the  regular  hourly  rate  times  normal 
work  day  which  is  usually  eight  hours. 

2.  Another  method  is  by  percentage  of  the 
worker’s  earnings  for  some  definite 
period  preceding  the  holiday. 

One  advantage  of  this  latter  method  is  it  shows  the 
hourly  rate  and  the  number  of  hours  worked  in  the  base 
period. 
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C.  Collective  Bargaining 


1 * Vacations 

In  1940,  25$  of  all  workers  under  union  agree- 

ment^were  covered  by  paid  vacation  plans.  In  1941  it 

, 2 

was  58$  and  in  1943  60$.  In  1944,  however,  85$  of  all 

workers  were  covered  by  vacation  plans  in  union  contracts 

The  85$  represents  approximately  11-1/2  million  workers. 

In  1938  a survey  of  United  Automobile  Workers 
3 

(CIO)  contracts  revealed  19$  of  all  their  agreements 
provided  for  paid  vacations  whereas  in  1941  58$  of  the 

contracts  covered  vacations.  This  is  interesting  be- 
cause the  automobile  industry  is  generally  seasonal. 
However,  they  solve  the  problem  by  granting  vacations 
during  the  layoff  season. 

In  1947  a survey  of  240  UAW-CIO  contracts 
showed  that  all  had  paid  vacation  plans  and  over  60$ 
called  for  better  than  standard  (standard  being  one 
week  for  one  to  five  years  service,  two  weeks  for  five 
to  fifteen  years  service.  ) 

A recent  survey  by  the  Conference  Board 

4 

Management  Record  of  197  new  contracts  which  contained 

1.  Management  Review,  "Paid  Vacations  and  Sick  Leave  in 
Industry",  March  1948,  p.  139*. 

2.  Ibid,  p.  139. 

3.  Management  Review,  "Labor  Trends  and  Policies",  Sept. 
1948,  p.  469. 

4.  Conference  Board  Management  Record , "Vacation  Practices 
1949",  Feb.  1949. 
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vacation  clauses  that  will  be  in  effect  during  the 
summer  of  1949  showed  that  100$  cf  the  contracts  con- 
tained paid  vacation  clauses.  That  is  in  contrast  to 
a study  the  Conference  Board  did  in  1945  in  which  96$ 
of  the  contracts  surveyed  contained  such  clauses. 

The  current  Conference  Board  study  revealed  an  inter- 
esting trend  in  the  length  of  vacations.  The  survey 
showed  a deviation  from  the  standard  one  week  for  one 
to  five  years  service;  two  weeks  for  five  to  fifteen 
years  service.  Of  the  145  production  contracts  surveyed, 
34  or  24.5$  allowed  vacation  before  the  end  of  the  first 
year  while  the  47  white  collar  contracts  surveyed  showed 
33  or  71.3$  gave  this  allowance.  A number  of  the  con- 
tracts allowed  two  weeks  vacation  before  the  end  of  the 
five  year  period.  In  fact,  two  weeks  vacation  are 
currently  being  given  anywhere  from  one  year  to  four 
years  of  service. 

The  survey  further  showed  that  whereas  the 
uniform  plan  of  vacations  was  popular  several  years 
ago,  the  graduated  plan  is  now  by  far  the  most  popular. 
Only  3.4$  of  the  contracts  surveyed  now  have  uniform 
plans  of  vacation. 

In  comparing  contracts  containing  vacation 
plans  for  industries  throughout  the  country  it  is 
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interesting  to  note  that  the  southeastern  and  southwestern 
areas  lagged  others  in  paid  vacation  practices.  In- 
dustries in  which  vacation  plans  were  most  common  (re- 
tail trade,  food,  aircraft,  electrical  machinery  and 
chemicals)  were  also  those  in  which  longer  periods  of 
vacation  were  provided.  In  the  various  Industries, 
formal  vacation  plans  are  found  most  frequently  in  large 
unionized  plants* 

Generally,  employees  who  quit  or  are  dis- 
charged forfeit  vacation  privileges,  but  unions  are 
striving  to  modify  this  procedure  by  clauses  which  en- 
tail pro-rating  of  vacations  for  any  termination  in 
spite  of  the  reason  Involved. 

Many  contracts  contain  a minimum  work  provision 
for  eligibility.  On  this  point  the  union  contends  that 
minimum  work  requirements  which  state  a definite  number 
of  weeks,  days  or  hours  necessary  for  eligibility  for 
vacation  should  not  be  enforced.  They  feel  if  the  em- 
ployee has  put  in  continuous  service  he  is  entitled  to 
a vacation.  Management,  on  the  other  hand,  feels  that 
work  requirement  rules  are  necessary  in  order  to  bring 
the  person  who  is  out,  either  for  layoff  or  some  other 
reason,  into  proper  alignment  with  those  employees  who 
work  continuously  during  the  same  period.  Most  contracts 
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state  that  temporary  layoffs  or  leave  of  absences  be- 
cause of  personal  affairs  do  not  cause  a break  in  con- 
tinuous service  and  vacation  privileges. 

The  majority  of  all  agreements  specify  that 
the  vacation  pay  will  be  given  to  the  worker  prior  to 
his  vacation. 

A small  number  of  contracts  impose  a discip- 
linary clause  which  states  infraction  of  rules  or  leave 
of  absences  without  approval  result  in  loss  (either 
partial  or  wholly)  of  vacation  privileges. 

A few  agreements  contain  clauses  covering  part 
time  or  seasonal  employees  but  seasonal  industries  and 
jobs  which  are  marked  as  characteristically  intermittant 
do  not  generally  have  any  sort  of  vacation  plan  for  their 
employees.  In  some  cases  the  employees  are  merely  not 
covered  but  sometimes  the  employers  contribute  to  a 
general  fund  in  the  industry  from  which  these  seasonal 
employees  can  draw  vacation  pay. 

Some  contracts  contain  clauses  which  make  the 
vacation  contingent  upon  the  company's  financial  position- 
for  example,  if  the  sales  volume  or  profit  show  a certain 
level.  However,  these  clauses  are  generally  restricted 
to  the  smaller  companies. 


In  a few  cases,  employees  receive  a definite 
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paid  amount  of  time  per  year  which  can  be  used  as 
vacation  or  sick  leave.  When  definite  sick  leave 
plans  are  provided  a few  contracts  incorporate  a 
clause  stating  unused  sick  leave  may  be  taken  as  vaca- 
tion. 

During  the  war  time  period  many  employees 
were  given  the  option  of  taking  their  vacations  or  re- 
maining on  the  job  and  receiving  the  additional  pay. 

There  was  often  good  reason  for  this  during  the  war 
period,  but  now  most  companies  are  against  such  policies 
and  seldom  give  this  option.  Clauses  usually  state  that 
vacations  are  to  be  taken  in  consecutive  days,  although 
some  clauses  allow  for  separation  of  weeks.  Vacations 
usually  must  be  taken  within  the  year  and  cannot  be 
accrued  from  year  to  year.  While  management  is  agree- 
able to  alloting  vacation  time  when  the  employee  desires 
it,  most  contracts  do,  however,  reserve  to  management  the 
right  of  final  allotment.  Some  clauses  state  the  vaca- 
tion has  to  be  taken  within  certain  specified  dates, 
say  June  to  September,  while  other  plants  close  down 
entirely  for  a week  or  two  week  period  and  the  whole 
plant  goes  on  vacation.  If  the  company  wishes  to  do 
this,  it  is  desirable  to  incorporate  this  in  the  contract. 
Both  union  and  management  need  to  agree  on  the  exact 
timing  of  the  shutdown.  In  addition,  of  course,  suf- 
ficient notice  should  be  given  to  employees  so  that 
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they  may  plan  their  vacations  accordingly, 

A recent  survey  of  unionized  office  personnel 

1 

by  the  American  Management  Association  showed  it  was 

customary  to  grant  paid  vacations  of  two  weeks  duration 

after  one  or  more  years  of  service.  Additional  vacation 

with  longer  service  was  granted  in  only  \0%  of  the  cases 

surveyed.  The  most  liberal  allowance  given  in  any  case 

was  three  weeks  vacation  after  fifteen  or  more  years  of 

service.  This  same  survey  showed  b0%  of  the  contracts 

granted  six  paid  holidays  with  the  manufacturing  group 

showing  seven  paid  and  the  commercial  group  eleven  paid. 

In  a survey  in  the  paint  and  varnish  Indus try 

2 

only,  the  Bureau  of  Labor  Statistics  obtained  the  follow- 
ing information  which  is  pretty  much  in  accord  with  in- 
dustry as  a whole;  namely,  the  majority  granted  one  week 
for  one  to  five  years  service,  with  a few  granting  two 
weeks  vacation  for  one  to  five  years  service.  Nearly 
all  companies  in  this  industry  granted  six  paid  holidays. 
The  one-third  which  granted  more  than  six  paid  holidays 
were  in  the  New  York  City,  Newark  or  Boston  wage  areas. 

In  1943  the  most  common  vacation  granted  by 
contract  was  one  week,  but  by  1944  two  weeks  was  the 
more  common  period  specified. 

1.  Personnel,  March  1948,  Vol.  24:5,  p.  310. 

2.  Monthly  Labor  Review,  April  1948,  66:4,  p.  402. 
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A frequent  union  request  now  is  for  more 
liberal  vacations  for  employees  with  ten  or  more  years 
of  service  because  they  argue  it  (l)  promotes  loyalty; 

(2)  rewards  service;  (3)  gives  more  time  to  older  em- 
ployees; and.  (4)  cuts  down  labor  turnover. 

Lonber  vacation  periods  for  long  term  service 
seems  to  be  a definite  trend  and  current  is  more  preva- 
lent in  CIO  contracts  as  shown  in  Table  IV-1  on  page  95. 

2.  Holidays 

A pattern  was  set  by  the  automobile  industry 
when  they  negotiated  clauses  calling  for  six  paid  holidays* 
The  other  unions  quickly  followed  suit.  The  usual  union 
tactic  is  to  obtain  one  or  two  paid  holidays  and  gradually 
increase  it  to  the  standard  six.  The  standard  six  in- 
cludes: New  Year's,  Decoration  Day,  Independence  Day, 

Labor  Day,  Thanksgiving  and  Christmas.  Some  companies 
Include  Washington' s birthday  as  the  seventh  paid  holi- 
day and  often  in  New  England,  Armistice  or  Columbus  Day 
are  included. 

1 

A survey  of  100  contracts  by  Prentice-Hall 
to  illustrate  current  paid  holiday  practices  is  shown 
in  Table  IV-2  on  page  94. 

Holidays  that  fall  within  a vacation  period 


1.  Prentice-Hall  Labor  Relations  Series,  1947-1948  Vol.8 
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TABLE  IV-1 


PAID  VACATION  PLANS  IN  45  CONTRACTS  GRANTING  VACATION  TIME  OP  MORE 

THAN  two  weeks  (production  employees  ) 


VACATION 

HO. 

TOTAL 

si 

CIO 

APL 

IND. 

11  days,  6 mo;  1G  days  4 yr. 

1 

2.2 

1 

1 day/ mo  (max.  2 wks  for  yr)  3 for  15 

1 

2.2 

1 

1 day/ mo  (mux.  2 wke  for  yr)  3 for  NO 

2 

4.4 

' 1 

1 

1 day/ 2 mo  (max.  1 wk  for  yr)  2 for  5; 
3 for  NO 

1 

2.2 

1 

1 week  for  6 mo;  2 for  1;  3 for  15 

3 

6.7 

1 

1 

1 

1 week  for  6 mo.  2 for  2;  3 for  NO 

1 

2.2 

1 

As  of  Jan  1,  1 wk  for  those  with  less 
than  4 mo;  N wks  for  those  with  more 
than  4 ;no;  3 for  15. 

1 

2.2 

1 

1 wk,  1 yr;  1 additional  day  for  each 
year  up  to  5;  3 for  NO 

1 

2.2 

1 

1 wk,  1 ye.ar;  N for  N;  3 for  5 

.1  ' 

• As 

1 

1 wk,  1 year,  N for  N;  3 for  10 

1 

2.2 

3t;  v 

1 wk,  1 year;  N for  N;  3 for  15 

2 

4.4 

1 

1 

1 wk,  1 yr;  N for  N;  3 for  N5 

1 

2.2 

1 

1 wk,  1 yr;  N for  3;  3 for  12 

1 

2.2 

1 

1 wk,  1 yr;  2 for  3;  3 for  15 

4 

G.9 

3 

1 

1 

1 wk,  1 yr;  2 for  3;  3 for  NO 

2 

4.4 

2 

1 wk,  1 yr;  2 for  3;  3 for  25 

' 1 % 

2.2 

1 

1 wk,  1 yr;  2 for  4;  3 for  NO 

1 

2.2 

1 

1 wk,  1 yr;  2 for  5;  3 for  15 

4 

8.9 

4 

1 wk,  1 yr;  2 for  5;  3 for  NO 

6 

13.3 

4 

1 

1 

1 wk,  1 yr;  2 for  5;  3 for  25 

3 

6.7 

3 

2 wk,  1 yr;  3 for  15 

2 

4.4 

2 

2 wk,  1 yr;  3 for  15;  4 for  25; 5 for  30  1 

2.2 

1 

2 wk,  1 yr*  3 for  20 

2 

4.4 

1 

1 

2 wk,  1 yr;  3 for  25 

1 

2.2 

1 

TOTAL 

45 

100.0$ 

23 

14 

8 

Source;  Conference  Board  Management  Record, 
Pebrunry  1949. 


94 


TABLE  IV-S 


Holiday 

% Paid 

% Not  Paid 

% No.Prov. 

Christmas 

48 

51 

1 

Labor  Day 

45 

54 

1 

July  4th 

43 

56 

1 

New  Years 

43 

55 

2 

Thanksgiving 

43 

55 

2 

Memorial  Day 

3? 

56 

7 

Armistice 

13 

11 

76 

Washington' s 
birthday 

11 

9 

80 

Lincoln ' s 
birthday 

4 

1 

95 

Columbus  Day 

3 

2 

95 

Good  Friday 

2 

3 

95 

Election  Day 

2 

1 

97 

State  Holiday 

1 

0 

99 

Christmas  Eve 

1 

0 

99 

Inaugration  Day 

0 

2 

98 

Easter  Sunday 

0 

1 

99 

May  Day 

0 

1 

99 

are  generally  assumed  to  be 

part  of  the  vacation.  Unions, 

however,  are  now 

demanding  either  an  extra  day 

of  vaca- 

tlon  when  the  holiday  falls 

within  that  period 

or  an  ex- 

tra  day’s  pay  for  the  holiday. 

Fifty  per  cent  of  the  contracts  surveyed  by 

Prentice-Hall^based  holiday 

pay  on  length  of  service. 

The  requirements 

vary  from  i 

one  month  to  a year 

, with  one 

company  pro-rating  holidays 

with  length  of  service  until 

1.  Prentice-Hall  Labor  Relations  Series,  1947-1948 ,Vol .8 
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the  worker  Is  granted  a total  of  six  holidays* 

Holiday  pay  usually  carries  with  it  the  re- 
quirement that  the  worker  is  on  the  Job  the  day  prior 
to  and  after  the  holiday.  Some  contracts  do  not  hold 
the  employee  to  the  provision  of  working  the  day  prior 
to  and  after  the  holiday  but  instead  pro-rate  the  holi- 
day pay  according  to  the  days  worked  during  the  week. 

On  the  other  hand,  some  contracts  call  for  100^  atten- 
dance during  the  holiday  week  in  order  to  receive  holi- 
day pay. 

In  clauses  covering  vacations  and  holidays, 
management  is  cautioned  to  be  sure  that  the  clause  states 
definitely  what  days  are  considered  holidays,  the  actual 
days,  whetha°  they  are  paid,  when  the  holiday  starts  and 
ends  (this  is  to  determine  the  premium  pay  due  employees 
who  work  the  holiday).  Time  and  a half  is  the  usual 
premium  pay  though  some  contracts  state  double  time.  In 
some  cases,  permission  of  the  union  has  to  be  obtained 
before  an  emplyee  can  work  the  holiday.  In  some  other 
cases  where  holidays  are  observed  without  pay,  employees 
are  allowed  to  make  up  time  lost — usually  on  Saturday 
at  straight  time. 

The  union  argument  for  double-time  on  holidays 
worked  is  that  they  feel  the  employees  are  entitled  to 
straight  time  if  the  holiday  is  not  worked  and  therefore 
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anything  less  than  double  time  if  it  is  worked  does 
not  impose  a penalty  on  the  company  and  furthermore 
if  it  were  only  straight  time  the  employer  would  not 
be  as  hesitant  about  scheduling  work  for  the  holiday. 

Often  maintenance  men  who  are  required  to  work  holi- 
days are  not  paid  double  time;  sometimes  receiving  only 
straight  time,  but  more  customarily  time  and  a half. 

1 

A survey  of  several  thousand  contracts  by  Prentice-Hall 
during  1948  showed  that  62$  of  the  contracts  paid  double 
time  for  holidays  and  31$  paid  time  and  a half. 

D . Union-Management  Views 

Paid  vacation  and  holiday  negotiations  between 
unions  and  management  have  brought  forth  the  follow ing 
differences  of  opinion  on  the  subject. 

Management  contends  that  they  should  not  be 
required  to  pay  for  time  not  worked,  such  as  holidays. 

In  addition,  they  claim  paid  holidays  lead  to  more  ab- 
senteeism in  preceding  and  following  days.  To  prevent 
this  growing  absenteeism,  however,  many  of  the  new  con- 
tracts are  now  stipulating  the  employee  has  to  be  on  the 
Job  both  the  day  prior  and  the  day  succeeding  a holiday 
in  order  to  collect  holiday  pay.  When  such  clauses  have 
been  included  there  has  been  a definite  drop  in  absenteeism. 


1.  Prentice-Hall,  Labor  Relations  Series,  1948 
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Management  is  well  aware  of  the  fact  that 
items  such  as  vacation  pay,  holiday  pay  and  sick  leave 
are  quickly  assumed  by  employees  and  unions  to  con- 
stitute part  of  the  basic  rights  of  labor  and  once  these 
plans  are  incorporated  into  a contract  it  is  well  nigh 
Impossible  to  negotiate  them  out.  Indeed,  unions  and 
employees  alike  will  often  prefer  in  the  last  analysis 
a basic  wage  cut  rather  than  elimination  of  any  of  the 
above  plans.  However,  it  is  true  that  employees  do  put 
more  emphasis  on  some  benefit  plans  than  others.  For 
example,  recently  there  has  been  a trend  to  bargain  off 
one  benefit  against  another.  During  1948  the  Bridge  and 
Structural  Ironworkers  traded  or  exchanged  six  paid  holi 
days  for  a management  paid  Z>%  welfare  benefit  plan. 
Several  building  trade  employees  have  also  given  up  paid 
holidays  for  welfare  benefits;  a recent  example  being 
the  Allied  Building  Metal  Industries  who  signed  a five 
year  contract  giving  up  paid  holidays  in  exchange  for 
a welfare  benefit  plan  paid  for  by  management. 

From  management's  point  of  view  an  overall 
vacation  policy  is  the  most  desirable.  Management  is 
also  in  favor  of  plant  shutdowns  for  vacation  period 
as  being  more  economical  in  the  long  run. 

Recently  when  management  has  been  confronted 
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with  demands  from  the  unions  for  additional  paid  holi- 
days they  have  resorted  to  the  following  solutions: 

(1)  either  granted  double  time  on  important  holidays 
and  time  and  a half  on  minor  holidays  or  (2)  paid  for 
major  holidays  and  added  minor  holidays  at  no  pay. 

The  unions,  on  the  other  hand,  contend  that 
patriotic  and  religious  holidays  should  be  observed  by 
the  worker  and  without  loss  of  pay.  They  also  contend 
morale  is  improved  and  that  granting  paid  holidays  to 
office  employees  and  not  to  wage  earners  is  discrimina- 
tory. 

On  the  subject  of  vacations,  unions  say 
vacations  are  good  for  morale  and  in  addition,  of  course, 
combat  physical  fatigue  and  keep  the  worker  in  good 
health.  Furthermore,  the  unions  say  that  vacation  privi- 
leges tend  to  cut  down  somewhat  the  labor  turnover  as 
a man  with  seniority  in  a company  stands  to  lose  vaca- 
tion privileges  if  he  continually  moves  about. 

E.  Cost 

1 . Vacations 

The  Rhode  Island  Textile  Association  in  a 
recent  survey^covering  some  61  textile  firms  in  the 
state  (contracts  covered  26,166  workers)  broke  their 


1.  Business  Week,  "Costly  Fringe M , October  2,  1948, p. 100 
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their  survey  into  a 2,000  hour  work  year  as  this  repre- 
sented a fair  standard  for  this  industry.  Vacation 
costs  were  broken  down  into  an  hourly  weighted  figure 
of  3.53  ^ an  hour. 

A United  States  Department  of  Labor  survey  of 
cotton  textile  mills  in  July  1948  showed  that  in  the 
plants  surveyed  vacation  pay  amounted  to  between  2-4$ 
of  annual  earnings  in  the  industry  in  the  New  England 

area. 

A recent  survey  by  Modern  Industry^ showed 
the  hourly  cost  of  one  week  paid  vacation  (based  on 
$1.30  hourly  base,  50  week,  40  hour)  was  .027^  and  a 
two  week  vacation  cost  was  .054^.  The  annual  cost  for 
a one  week  vacation  was  $52.00  while  a two  week  vacation 
was  $104.00. 

2 

The  Conference  Board  in  their  survey  of  cost 
found  the  average  paid  vacation  came  to  3-6$  of  payroll. 

2.  Holidays 

3 

The  Modern  Industry  survey  found  that  the 
hourly  cost  of  six  paid  holidays  was  .03^  while  the 
annual  cost  of  six  paid  holidays  was  $62.40. 

1.  Modern  Industry,  "Facing  the  Facts  on  Fringe  Issues," 
July  1948. 

2.  National  Conference  Board, "Union  Health  and  Welfare 
Funds",  January  1947. 

3.  Op.Cit.  Modern  Industry,  July  1948. 
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The  Conference  Board  survey  found  that  the 
average  six  paid  holiday  clause  cost  6%  of  total  pay- 
roll. 


F.  Future 

1 . Vacations 

New  demands  are  being  made  by  unions  at  the 

present  time  for  vacations  of  two  days  for  six  months 

service;  three  days  for  nine  months;  and  two  weeks  for 

three  years  service.  In  addition,  unions  are  asking 

that  the  customary  June  1 to  September  30  vacation  period 

be  extended  to  allow  employees  to  take  winter  vacations. 

In  other  words,  they  would  like  the  vacation  period  to 

read  June  1 through  December  31st.  A recent  survey  by 

2 

Prentice-Hall  of  several  thousand  contracts  illustrates 
current  vacation  practices  and  is  shown  in  Table  IV-3 
on  page  101. 

Another  trend  which  is  continuing  and  which 
becomes  more  liberal  each  year  is  the  policy  of  grant- 
ing accrued  vacation  pay  to  wage  earners  who  terminate 
their  employment  before  the  vacation  period.  However, 
the  majority  of  companies  that  allow  this  procedure  de- 
fine the  terms  under  which  wage  earners  may  qualify  for 

1.  National  Conference  Board,  "Union  Health  and  V/elfare 
Funds",  January  1947. 

2.  Prentice-Hall,  Labor  Relations  Series,  1948. 


TABLE  IV-3 


Length  of  Service 

Length 

of  Vacation 

% Granting 

6 

months 

1 

week 

7 

1 

year 

1 

week 

72 

1 

year 

2 

weeks 

15 

2 

years 

2 

weeks 

19 

3 

years 

2 

weeks . 

9 

4 

years 

2 

weeks 

1 

5 

years 

2 

weeks 

48 

10 

years 

3 

weeks 

2 

15 

years 

3 

weeks 

7 

20 

years 

3 

weeks 

3 

25 

years 

3 

weeks 

5 

25 

years 

4 

weeks 

2 

the  accrued  vacation;  for  example,  vacation  pay  is  not 
awarded  in  the  case  of  discharges. 

2.  Holidays 

New  demands  for  holiday  time  are  currently 
aimed  at  securing  Election  Day  pay.  Some  contracts  are 
already  giving  the  whole  day  off  or  a number  of  hours 
off.  More  than  one-half  of  the  states  require  employers 
to  give  a certain  number  of  hours  off  to  the  employees 
on  this  day.  The  unions  contend  their  members  should 
have  the  whole  day  off  in  order  to  give  them  time  to 
campaign  for  tickets  that  are  opposed  to  the  Taf t-Hartley . 
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Companies  which  do  not  have  the  customary 
six  paid  holidays  are  being  subjected  to  a concentrated 
barrage  from  the  unions  in  order  to  bring  them  into 
alignment. 

Currently,  pay  is  given  for  a holiday  only 
when  it  falls  on  a working  day;  the  new  union  demand 
is  pay  for  holidays  whenever  they  occur*  Another  new 
demand  is  that  of  premium  pay  for  holidays  worked.  At 
present  the  usual  practice  is  for  the  worker  to  get 
straight  time  for  holidays,  plus  time  and  a half  for 
hours  actually  worked.  The  union  is  endeavoring  to 
change  this  to  read  double  time  for  hours  worked. 

Another  new  trend  which  showed  up  in  a con- 
tract just  signed  with  the  Keystone  Brass  and  Rubber 
Company  (AFL)^  is  an  additional  holiday  - the  employee's 
birthday.  Under  the  new  contract  the  employee  may  eithe 
have  the  day  off  with  pay  or  work  for  double  time. 


1.  Business  Week,  February  19,  1949. 
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TA3LB  IV-4  PAYMENT  JOB  HOLIDAYS,  IH  100  UNION  CONTRACTS  SIGN3D 

SINCjJ  SEPTEMBER  1,  1947. 


Pay  Policy  Number  of  Contracts 

Total  AFL  CIO  Ind. 


Ho. 

<h 

No. 

No. 

No. 

£ 

Number  of  contracts 

analyzed 

100 

100.0 

40 

100.0 

42 

100.0 

18 

100.0 

Holidays  paid  for 

78 

78.0 

35 

87.5 

29 

69.0 

14 

77.8 

Holidays  not  paid 

for 

22 

22.0 

5 

12.5 

13 

31.0 

4 

22.2 

Nunber  of  paid 


holidays  granted 
1 

o 

• • • • 

• • • • 

• • • • • 

• • • • 

• • • • 

• • • 

• • • • • 

2«  

4 

5.1 

2 

5.7 

• • • • 

• • • • 

2 

14.3 

3 

. 2 

2.6 

• • • • 

• • • • • 

1 

3.4 

1 

7.1 

4 

. 2 

2.6 

1 

2.9 

• • • • 

• • • • 

1 

7.1 

5 

4 

5.1 

2 

5.7 

1 

3.4 

1 

7.1 

6.... 

. 55 

70.5 

21 

60.0 

26 

89.7 

8 

57.1 

7 

. 7 

9.0 

7 

20.0 

• • • • 

• • • • 

• • • 

• • • • 

8 

. 2 

2.6 

1 

2.9 

• • • • 

• • • • 

1 

7.1 

9 

. 0 

• • • • 

• • • • 

• • • • 

• • • • 

• • • • 

• • • 

• • • • 

10 

1 

1.3 

1 

2.9 

• • • • 

• • • • 

• • • 

• • • • 

11 

1 

1.3 

o • • • 

• • • • 

1 

3.4 

• e • 

• o • • 

Total 

78 

100.0 

35 

100.0 

29 

100.0 

14 

100.0 

Source:  The  Conference  3oard  Management  Report 

Hoy  1948. 
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TABLE  IV-5  "PENALTY"  PAY  POE  HOLIDAY  HOURS  WORKED,1  IN  100 
UNION  CONTRACTS  SIGNED  SINCE  SEPTEMBER  1,  1947. 


Pay  Policy 

Total 
Ho.  Jo 

Humber  of 
AFL 

No.  $ 

Contracts 

CIO 

No.  fo 

Ind. 

No.  £ 

In  78  contracts 
v&h  paid  holidays 
Double  time 

50 

64.1 

20 

57.1 

21 

72.4 

9 

64.3 

Double  and  half- 
time 

21 

26.9 

11 

31.4 

8 

27.6 

2 

14.3 

Triple  time 

2 

2.6 

1 

2.9 

1 

7.1 

No  production 
work  permitted 
on  holidays 

2 

2.6 

1 

2.9 

1 

7.1 

Ho  penalty  pay 
clause  provided 

3 

3.8 

2 

5.7 

1 

7.1 

Total 

78 

100.0 

35 

100.0 

29 

100.0 

14 

100.0 

In  22  contracts  with 
no  paid  holidays 

Time  and  one  half  9 

40.9 

2 

40.0 

7 

53.8 

• • • 

• • • • 

Double  time 

11 

50.0 

3 

60.0 

5 

38.5 

3 

75.0 

No  production 
work  permitted  on 
holidays 

1 

4.5 

• • • • 

o • • • 

1 

25.0 

No  penalty  pay  clause 

provided  1 

4.5 

• • • • 

• • • • 

1 

7.7 

• • • 

• • • • • < 

Total 

22 

100.0 

5 

100.0 

13 

100.0 

4 

100.0 

1.  Exclusive  of  overtime  hours. 


Source:  The  Conference  Board  Management  Report 

May  1948. 


- 


CHAPTER  V 


SICK  LEAVE  AND  SEVERANCE  PAY 


A.  History 

1 . Sick  Leave 

In  the  clothing  industry  some  sick  leave 
plans  were  established  around  1900;  but  they  paid  low 
benefits  of  the  order  of  $3  to  p a week  and  many  of 
these  plans  fell  by  the  wayside,  particularly  with 
strikes  and  lockouts. 

Unions  reporting  sick  leave  benefits  over  the 
past  40  years  are  shown  below: 

1903  28  unions 

1913  27  unions 

1923  13  unions 

1933  33  unions 

1943  18  unions 

1 

In  1944  the  National  War  Labor  Board  stated: 

"The  Board  will  approve,  under  the  wage  stabi 
lizatlon  plan  reasonable  sick  leave  plans 
agreed  to  by  the  company  and  the  union,  but 
it  declines  to  order  sick  leave  on  the  facts 
in  these  cases". 

"These  cases"  refers  to  the  basic  steel  case  pending 
at  that  time.  The  above  decision  in  the  steel  case  was 
later  upheld  in  subsequent  national  and  regional  labor 
board  cases. 

1.  NAM  Department  Memo, "Sick  Leave  Policies  of  the  War 
Labor  Board",  July  31,  1945. 
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The  general  policy  of  the  board  In  regard 
to  existing  sick  leave  plans  was  to  order  their  con- 
tinuation in  spite  of  whether  or  not  they  were  in- 
corporated in  the  collective  bargaining  agreement. 
However,  an  additional  ruling  by  the  board  is  that  of 
refusal  to  bargain  when  the  employer  refuses  to  in- 
corporate existing  sick  leave  provisions  into  the  con- 
tract when  asked  by  the  union  to  do  so. 

2 . Severance  Pay 

Severance  pay  or  dismissal  compensation  has 
been  defined  as: 

'•The  payment  of  a sum  of  money  in  addition 
to  the  regular  salary  or  wage  to  the  dis- 
missed employee  in  recognition  of  service 
rendered”! 

The  first  record  of  a dismissal  wage  payment 
was  in  1922  by  the  Delaware  and  Hudson  Railroad.  In 
1926  Hart,  Schaffner  and  Marx  paid  a dismissal  wage 
of  $500  to  each  of  236  discharged  employees.  Approxi- 
mately 1/5  of  this  amount  was  paid  by  the  union  with 
the  remaining  4/5  paid  by  the  employer.  In  1929  the 
U.S.  Rubber  Company  paid  a dismissal  wage  to  some  dis- 
charged employees  also.  Apparently  one  reason  for  the 
development  of  the  dismissal  wage  in  the  early  20' s by 

the  garment  industry  was  the  i^ea  of  rewarding  the  long 

1.  Scott,  W.  D.  , Clothiers  , R.C.  , Mathe?/son , S.B . , and 
Spriegel , W.R.  Personnel  Management , Third  Edition, 
1941,  McGraw-Hill  Book  Company,  N.Y.  p.  354. 
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service  employee  when  he  was  let  go  prior  to  eligibility 
for  pension  because  of  technological  change  or  reorgani- 
zation. However,  severance  pay  did  not  really  come  into 
its  own  until  the  1930-55  period.  During  this  depression 
period  the  unions  tried  to  obtain  dismissal  wages  in 
order  to  alleviate  some  of  the  suffering  caused  by  wide- 
fjread  unemployment.  In  particular,  the  railroad  unions 
provided  dismissal  wages  for  employees  during  the  30 1 s 
when  several  of  the  railroads  were  combined  and  unemploy- 
ment resulted;  Another  similar  case  was  in  1943  when  the 
Communication  Act  was  amended  to  allow  consolidation  of 
certain  companies.  At  that  time  provision  was  also 
made  for  workers  who  might  be  displaced  from  work  by  the 
action  of  consolidation. 

Back  in  1947  Phillip  Murray  was  able  to  secure 
a severance  pay  clause  to  cover  his  steelworkers  who  had 
been  displaced  because  of  technological  advances.  Since 
then,  other  unions  have  been  trying  to  incorporate 
severance  pay  clauses  into  their  contracts. 

The  Newspaper  Guild  has  maintained  a severance 
pay  clause  for  sometime  in  their  contracts.  Indeed, 
they  incorporate  dismissal  wage  clauses  into  their  col- 
lective bargaining  agreements  more  frequently  than  any 
of  the  other  unions.  Their  basic  formula  for  dismissal 
wage  is  one  week's  pay  for  six  months  to  a years  service. 


• r 

t ■■ 

. ' 

_ 

. 

. 

f 


408 


The  Guild  feels  that  the  longer  an  employee  stays 
with  the  company  the  more  equity  he  builds  up  in  the 
Job.  Hence,  if  he  is  discharged  or  resigns  or  for 
any  other  reason  terminates  his  employment  with  the 
company,  he  is  entitled  to  a compensation  for  the 
equity.  The  Guild  also  emphasizes  the  point  that 
severance  pay  helps  to  stabilize  employment. 


sought  dismissal  pay  to  aid  workers  displaced  by  the 
termination  of  war  contracts  and  the  transition  from 
war  to  peace. 

B . Types  of  Plans 
1.  Sick  Leave 

Sick  leave  provisions  can  be  classified  into 
three  basic  categories: 


After  the  end  of  World  War  II  unions  again 


(a)  some  clauses  give  full  pay  for  a definite 
sick  leave  period; 


(b)  some  give  a percentage  or  portion  of  full 
pay  (under  this  plan  the  most  common  pro- 


cedure seems  to  be  two  weeks  leave  at  half 


pay  after  the  minimum  service  requirement 
of  one  year) . 


(c)  some  merely  supplement  insurance  or  work- 
man's compensation  (many  oil  company  con- 
tracts use  the  third  method.) 
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The  plans  also  differ  in  their  eligibility 
requirements;  for  example,  some  plans  grant  to  all 
employees  the  same  time,  while  other  plans  grant  more 
generous  time  to  employees  with  longer  service  with  the 
company. 

In  a Bureau  of  Labor  Statistics  survey  over 
2/3  of  50  sick  leave  plans  surveyed  paid  full  wages 
during  the  sick  leave  period.  The  most  common  method 
of  paid  sick  leave  in  manufacturing  industries  is  one 
working  week  per  year  after  the  minimum  requirement  of 
one  year  of  service. 

Employees  of  Consolidated  Edison  receive  sick 
leave  privileges  at  the  rate  of  one  week’s  sick  leave 
for  one  year  of  service.  In  1947  the  company  paid 
$1,864,000  in  sick  allowance  benefits. 

The  states  of  California,  Bhode  Island  and 
New  Jersey  now  provide  sick  leave  benefit  compensation 
(tied  in  with  unemployment  compensation  without  additional 
employee  contribution)  by  statute.  However,  unions  con- 
tend this  is  not  sufficient.  Sick  leave  is  usually 
restricted  to  employees  with  a length  of  service  re- 
quirement of  one  year.  Many  sick  leave  clauses  provide 
for  a definite  amount  of  sick  leave  per  year,  usually 
at  the  employee* s regular  rate  of  pay. 


1.  U.S.  Dept,  of  Labor,  Bulletin  832,  "Sick  Leave  Pro- 
visions in  Union  Agreements",  1945. 
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MAIN  PROVISIONS  OP  PAID  SICK  LEAVE  FOR 

wags  earners  in  twenty-sight  companies 


Company 

Size  of 
Company 

Industrial 

Classification 

Waiting 

Period 

Service  Re- 
quirements 

Leave  Accumulated 
Amount  of  Paid  Sick  Leave  from  Year  to  Year 

1 

Under  250 

Machinery 

2 days 

1 year 

Difference  between  group  sick- 
ness benefit  and  pay  for  40  hr. 
wk  for  maximum  of  13  wks. 

No 

2 

Under  250 

Pharma- 

ceuticals 

None 

None 

1/2  pay  for  Indeterminate  period 

No 

3 

250-999 

Electrical 

equipment 

7 days 

6 mo  a 
1 year 
2-5  yrs 
5-10  yrs 
10-15  yrs 
15  yrs  and 
over,, 

1 wk,  1/2  pay 

2 wks,  1/2  pay 

3 wks,  1/2  pay 

4 wks,  1/2  pay 

5 wks,  l/2  pay 

6 wks,  l/2  pay 

No 

4 

250-999 

Petroleum 

7 days 

1 year 

1 wks  pay.  Increasing  1 vk's 
pay  per  year  service  to  10 
wks  pay. 

No 

5 

250-999 

Electrical 

fuses 

7 days 

1 year 

Pull  pay  to  maximum  of  13  wks 

No. 

6 

250-999 

Jewelry 

Hone 

3 days'  pay  per  quarter 

No 

7 

250-999 

Brewery 

2 days; 
none  If 
10  yrs. 
service 

1 year 

S days  per  yenr^ 

Yes 

8 

250-999 

Pharma- 

ceuticals 

Hone 

6 mo  s 

12  mo  s 
24  mos 

5 days  pay  per  year 
10  days  pay  per  year 
At  discretion  of  management 
Group  insurance  in  addition 

No 

9 

250-999 

Machinery 

None 

None 

24  hrs.  of  paid  sick  leave 
at  one  time;  maximum  for  yr. 
48  hrs1  pay.  Group  insurance 
in  addition. 

No 

10 

250-999 

Office 

equipment 

7 days 
2 days 
None^ 

1 year 
5 yrs 
10  yrs. 

3 wks  half  pay 
6 wks  half  pay 
6 wks  half  pay 

No 

11 

250-999 

Printing 

3 days 

1 year 

3/4  pay  for  1st  2 wks;  l/2  pay 
next  4 wks. 

No 

12 

250-999 

Paints  and 
Varnish 

None 

10  yrs 
20  yrs. 

1/2  pay  for  Indeterminate 
period.  Full  pay  for  Indeter- 
minate period. 

No 

13 

250-999 

Pharma- 

ceuticals 

None 

1 yr. 

2 wks  pay  plus  additional  wk 
ear  year  of  service. 

Yes 

14 

350-999 

Pood 

5 days 

1 year 

2 wks, 2/3  pay  per  yr. service. 

Yes 

maximum  26  wks. 

15 

250-999 

Coke 

1 wk 

1 year 

2-1/2  wks  pay  per  yr.  Group 
Insurance  in  addition 

No 

16 

250-999 

Pood 

1 wk 

1 year 

8 weeks  pay 

No 

17 

1,000-4,999 

Chemicals 

1 wk3 

• 

• CD 
r-i  CD 

3 days  pay  each  Illness,  6 
days  pay  per  yr.  Oroup  In- 
surance In  addition. 

No. 

18 

1,000-4,999 

Iron 

5 days 

$21  wk  to  maximum  of  8 wks 

No. 

19 

1,000-4,999 

211m 

7 days 

6 mos-lyr 

1- 2  yrs 

2- 3  yrs 

3 yrs  and 

6 wks,  1/2  pay 
13  wks,  1/2  pay 
20  wks,  65;»  of  pay 
26  wks  75 of  pay 

No 

over 


O 
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„ Size  of 

Company  Company 


20  1,000-4,999 


21  1,000-4,999 


22  1,000-4999 


23  1,000-4,999 


24  1,000-4,999 


25  1,000-4,999 


26  5,000  and 

over 


2?  5,000  and 

over 


28  5,000  and. 

over 


MAIN  PROVISIONS  OS’  PAID  SICK  LEAVE  FOR 
WAGE  EARNERS  IN  TWENTY-EIGHT  COMPANIES 


Industrial 

Classification 


Paints 


Textiles 


Chemicals 


Petroleum 


Pharma- 

ceuticals 


Phnrran- 

ceuticals 


Meat 

packing 


(CONTINUED) 


Waiting 

Period 

Service  Re- 
quirements 

Amount  of  Paid  Sick  Leave 

Leave  Accumulated 
from  Year  to  Year 

None 

1 yr. 

Pull  pay  4 wks, 1/2  pay  4 
wks. 

No 

2 yrs  etc 
to  5 yrs. 

5 yrs. 
increasing 
by  yrs.  to 
maximum 

Pull  pay  6 wks,  1/2  pay  6 
wks. 

Jull  pay  11  wks,  1/2  pay  11 
wks. 

Increasing  1 full  wks  pay 
and  1 half  wks  pay  per  yr 
to  maximum  of  26  wks  full 
and  26  wks  half  pay  after 
20  yenrs.^ 

3 days 

3 nos. 

Pull  nenbor:  half  pay  1st 
year  of  illness,  quarter 
pay  2nd  year  and  3rd  yr 
of  same  illness 
Limited  members:  half  pay 
for  6 wks  each  yr  for  3 yrs. 

No 

Hone 

30  days 

5 days  pay.  Croup  Insurance 
in  addition. 

for  2 years 

2 days 

6 mo s-l  yr 
1-2  yrs 
increasing 

1 wks  full  pay,  2wks  l/2  pay 
3 wks  full  pay,  3 wks  1/2 
increasing  by  1 wk  full  and 

No 

by  years  to 
10  years 

1 wk  half  pay  per  yr  to  maxi- 
mum of  12  wks  full  pay  and 
12  wks  half  pay. 

None 

6 mos. 
1-1/2  yr 

1 wks  pay 

2 wks  pay 

Ho 

3 yrs. 

5 yrs. 

8 years 
10  years 

3 wks  pay 

4 wks  pay 
6 wks  pay 
8 wks  pay 

None 

Less  than 
1 year 
1 yr  or 
more 

1 day's  pay  each  month  of 
service 

3 wks  pay 

No 

7 days  if 
under  10 

1 year 

2 wks  half  pay  for  each  yr 
of  service 

No 

years 
none  if  10 
year  8 


Canning 


3 days 


6 nos.  1 wk  full  pay, 4 v/ks  half  pay  No 

1 yr.  increasing  1 wk  full  pay  and 

3 whs  1/2  to  maximum  of  11  wks 
full  and  32  wks  1/2;  at  end  of 
10th  yr  thereafter  Increasing 
1 full  week  and  decreasing  1 
half  wks  pay  per  yr  to  max,  of 
26  wks  full  and  16  wks  1/2  after 
26  years. 


Chemicals 


3 dayB  1-5  yrs 

5 yrs  and 
over 


10  half  days.  No 

2 half  days  per  yr  of  service 
Croup  insurance  in  addition. 


1.  Maximum  under  sick  leave  plus  group  insurance  or  workmen's  compensation  to  equal  00 fo  of  basic  earning9. 

2.  Paid  full  wages  during  first  week. 

3.  To  pay  for  waiting  period  before  *;roup  health  and  accident  benefits  begin. 

4.  Length  of  payments  may  be  increased  in  unusual  cases. 


Source:  The  Conference  Board  Management  Record 

October  1947. 
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2 . Severance 

Payment  of  dismissal  wages  can  either  be 
made  in  one  lump  sum  or  in  weekly  or  monthly  payments; 
or  in  some  cases  a combination  of  both  methods.  Some 
opposition  to  the  lump  sum  of  payment  is  raised  on  the 
grounds  that  the  employee  might  spend  it  all  recklessly 
thereby  defeating  the  purpose  of  the  payment. 

Dismissal  pay  awarded  the  worker  is  usually 
based  on  length  of  service,  rate  of  pay  with  the  company 
and  reason  for  dismissal.  Belov;  are  listed  the  two 
types  of  plans  commonly  in  use. 

Graduated  Plan:  in  regard  to  length  of  service 

Uniform  Plan:  same  amount,  either  one  or 

two  weeks  wages,  regardless 
of  length  of  service. 

Severance  pay,  of  course,  is  primarily  to  ease  the  re- 
sulting unemployment  burden  and  is  always  financed  by 
the  employer.  Whereas  usually  there  is  a waiting  period 
before  government  unemployment  payments  are  made,  dis- 
missal pay  is  usually  granted  at  time  of  dismissal. 

C . Current  Usage  in  Collective  Bargaining 
1.  Sick  Leave 

1 

In  1945  a Bureau  of  Labor  Statistics  survey 

of  5,000  agreements  showed  only  350  provided  paid  sick 

IT  UTS.  Dept,  of  Labor,  Bulle  tlh~83’2 , "Sick  Leave  Pro^ 
visions  in  Union  Agreements",  1945. 
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leave  benefits  and  3/4  were  in  non-manufacturing  in- 
dustries. Labor  unions  are  now  bargaining  more  and  more 
to  have  sick  leave  plans  included  in  contracts.  Some- 
times it  is  merely  an  incorporation  of  existing  plans 
into  the  contract,  but  often  it  is  an  entirely  new 
clause  in  the  contract.  Many  industrial  unions  are  at 
present  striving  to  obtain  group  insurance  plans  rather 
than  paid  sick  leave  plans.  However,  other  unions, 
particularly  unionized  office  groups,  are  trying  to 
obtain  increased  benefits  in  the  form  of  3-10  weeks 
paid  sick  leave  (in  full)  after  a determined  service 
requirement • 

1 

A survey  by  the  Conference  Board  of  salaried 
employees  covered  by  sick  leave  plans  showed  that  of  the 
230  companies  surveyed  95*7%  paid  for  the  illness  and 
only  1.3%  did  not  pay. 

2 

In  a Bureau  of  Labor  Statistics  survey  only 
8%  of  the  offices  surveyed  had  formal  sick  leave  plans 
whereas  less  than  3%  of  the  plants  surveyed  had  these 
plans.  In  addition,  this  survey  showed  that  sick  leave 
is  granted  more  often  in  non-manufacturing  industries 
than  in  manufacturing  industries.  For  example,  approxi- 
mately 1/3  of  all  retail  stores  paid  their  employees 

1.  National  Industrial  Conference  Board  Bulletin  No.  59, 
"Sick  Leave  for  Salaried  Employees". 

2.  Management  Review,  "Vacations  and  Sick  Leave",  March 
1948,  p.  193. 
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for  time  lost  by  sickness  in  the  1945-46  period, 
while  nearly  50$  in  the  light  and  power  companies 
paid  their  employees  sick  leave. 

In  a survey  of  unionized  offices  by  the  Ameri- 
can Management  Association"^45$  had  no  paid  sick  leave 
clause  in  their  contracts.  Among  salaried  employees 
and  office  employees,  for  the  most  part,  however,  paid 
sick  leave  is  much  more  common  than  in  the  wage  earner 

group  and  usually  the  terms  are  more  liberal.  A survey 

2 

by  Prentice-Hall  in  1948  of  197  contracts  showed  16$ 
provide  for  paid  sick  leave. 

In  order  to  avoid  abuses,  most  contracts  state 
that  they  will  not  pay  sick  leave  benefits  immediately 
preceding  or  following  a vacation  period.  In  addition, 
some  contracts  state  specifically  that  unused  sick  leave 
cannot  be  taken  as  vacation.  As  stated  in  Chapter  IV, 
Section  (l)  other  contracts  do  permit  the  combining  of 
vacations  and  sick  leave. 

Practically  all  contracts  call  for  evidence 
of  sickness  in  the  form  of  a certificate  from  the  company 
doctor  or  the  employee's  own  doctor.  Some  contracts 
state  a waiting  period  of  one  to  three  days  before 
sickness  benefit  commence.  Usually,  unused  sick  leave 

1,  Personnel , Vol,  24,  No.  5,  March  1948,  p.  310 

2.  Prentice-Hall,  Labor  Relations  Series,  1948. 
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is  not  allowed  to  accumulate  from  one  year  to  the  next. 
Some  contracts  grant  sick  leave  without  pay  without 
entailing  any  break  in  seniority.  Maternity  leave  is 
mentioned  in  only  a few  contracts,  but  it  is  often 
possible  to  substitute  maternity  leave  for  sick  leave. 

Contracts  should  always  definitely  state  the 
period  for  which  sick  leave  is  paid. 

2.  Severance  Pay 

Severance  pay  provisions  are  not  too  common  at 
present,  but  the  unions  are  endeavoring  to  obtain  more 
of  these  plans  in  collective  bargaining  contracts. 

Some  of  the  unions  that  have  incorporated  severance 
pay  into  their  contracts  are  as  follows:  American 

Communication  Association,  International  Die  Sinkers 
Conference,  American  Newspaper  Guild,  Oil  Workers  Inter- 
national Union,  International  Typographical  Union,  Textile 
Workers  Union,  United  Office  and  Professional  Workers 
Union,  United  Rubber,  Cork,  Linoleum  and  Plastic  Workers 
of  America,  United  Steelworkers  of  America,  International 
Chemical  Workers  Union. 

One  way  the  unions  have  found  for  achieving 
their  goal  of  severance  pay  is  to  ask  for  it  on  the 
basis  of  technological  change.  Management  has  found 
that  in  order  to  combat  union  resistance  to  technological 
change  it  is  often  desirable  to  incorporate  severance 


pay. 
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Severance  pay  is  usually  allowed  as  follows: 


one  week  - one  to  three  years  service 
two  weeks  - three  to  five  years  service 
one  week  additional  for  each  year's  service  after 
five  - maximum  being  eight  weeks* 

Some  contracts  give  two  weeks  for  each  year  of  service, 
but  the  customary  allowance  is  one  week  for  each  year 
of  service. 

In  many  contracts  severance  is  paid  even  when 
the  employee  is  retired.  Some  clauses  provide  severance 
for  workers  who  are  too  old  (but  not  old  enough  for  pen- 
sion) or  too  feeble  to  continue  to  work  to  draw  severance 
pay.  However,  it  is  always  stated  that  the  employee 
cannot  draw  both  severance  and  pension.  Some  clauses 
Include  payment  of  severance  for  employees  temporarily 
laid  off.  Other  contracts  provide  for  payment  of  the 
dismissal  wage  to  a beneficiary  in  case  of  the  death 
of  the  worker. 

If  there  is  a union  shop  and  the  employee 
fails  to  pay  his  dues  and  maintain  his  membership, 
usually  a clause  in  the  contract  states  the  dismissal 
wage  will  be  withheld  in  such  a case.  Some  contract 
clauses  make  no  distinction  between  workers  dismissed 
for  cause  and  those  laid  off,  pensioned,  or  so  forth, 
but  provide  for  payment  of  the  dismissal  wage  in  either 
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case.  On  the  other  hand,  severance  pay  is  almost  al- 
ways forfeited  if  the  discharge  is  for  misconduct. 

Most  contracts  state  that  if  the  person  is  dismissed 
(not  for  misconduct)  and  receives  dismissal  pay  and 
for  any  reason  is  later  re-employed,  he  losses  all 
seniority  rights  and  is  hired  back  as  a new  employee. 

D.  Union-Management  Views 
1 . Sick  Leave 

The  union  argument  for  paid  sick  leave  of 
course  is  to  see  that  the  worker  doesn't  suffer  a 
financial  loss  during  time  of  illness.  The  union  con- 
tends the  worker  is  under  a double  disadvantage  - no 
pay  for  time  out,  plus  doctors  bills.  Hence,  they 
have  campaigned  actively  for  employer  acceptance  of 
paid  sick  leave.  In  stressing  the  need  for  paid  sick 
leave  the  unions  point  to  the  Bureau  of  Labor  Statistics 
studies  which  show  the  amount  of  time  lost  each  year  due 
to  sickness.  According  to  the  Bureau  of  Labor  Statistic 
for  the  year  1948^ the  average  worker  in  manufacturing 
plants  was  off  his  Job  9.5  days,  broken  down  as  follows: 
Non-industrial  sickness  or 


accident  6.5 

Personal  2.5 

Work  injuries  . 5 

Total  9.5 


1.  Factory  Management,  "They  Say  and  Do",  January  1949, 
p.  254. 
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Management,  on  the  other  hand,  often  feels  that  paid 
sick  leave  plans  are  abused  and  more  absenteeism  re- 
sults than  if  no  plan  were  in  existance.  A study  by 
General  Motors  in  1944  proved  this  latter  point  to  be 
true  and  also  the  additional  fact  that  the  higher  the 
amount  of  sick-leave  pay,  the  higher  the  absenteeism. 

2.  Severance 

On  the  union  side  of  the  discussion,  the 
American  Newspaper  Guild  sums  up  the  situation  rather 
neatly  when  it  says  they  consider  dismissal  pay  as  the 
worker's  equity  in  his  job  and  that  the  longer  he  is 
employed  by  the  company,  the  more  equity  he  builds  up. 
Unions  further  argue  that  dismissal  pay  tends  to  stabi- 
lize the  labor  market. 

When  management  provides  severance  pay  to 
workers  discharged  because  of  technological  reasons, 
merger  or  consolidation,  it  is  usually  because  they 
feel  they  can  break  down  the  union's  resistance  to 
technological  change.  Management  has  tried  to  limit 
clauses  on  severance  pay  to  cover  just  those  employees 
laid  off  for  technological  reasons  in  order  to  keep 
their  costs  down.  Other  ways  management  tries  to  keep 
the  cost  down  on  this  item  is  by  (l)  denying  severance 
if  the  employee  has  had  30  days  notice  (2)  if  he  refuses 
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another  equally  as  good  job  as  his  old  job  (5)  limit- 
ing severance  to  employees  with  five  years  or  more 
service  (4)  limiting  severance  to  permanent  layoffs. 

E.  Cost 

1 . Sick  Leave 

Since  sick  leave  is  a variable,  cost  figures 
are  not  available,  but  a close  approximation  can  be 
made.  In  a 1948  survey  of  worker  absence  made  by  the 
Bureau  of  Labor  Statistics^  it  was  found  that  the 
average  worker  was  absent  from  his  job  due  to  sickness 
six  days  during  1948.  Selecting  a wage  rate  of  $1.30 
per  hour,  the  cost  of  sick  leave,  based  on  a 40  hour 
week,  50  week  year  would  be  $67.60  annually  or  .034^ 
per  hour  per  employee. 

2.  Severance 

Severance  pay  is  also  a variable  and  thus 
costs  are  difficult  to  ascertain.  However,  assuming  a 
plan  where  the  worker  is  guaranteed  one  week  for  each 
year  worked,  the  average  hourly  cost  of  severance  per 
man  at  a wage  rate  of  $1.30  per  hour,  based  on  a 40 
hour,  50  week  year  would  be  .027^.  In  other  words,  the 
company  would  have  to  set  aside  this  amount  each  year 
per  man  in  order  to  cover  potential  severance  pay  cost. 
TT  Factory  Management , "They  Say  and  Do",  Jan.  1949. 
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F.  Future 

1 . Sick  Leave 

Union  demands  will  be  for  increased  sick 
leave  benefits  where  plans  are  in  existance  and  a push 
to  incorporate  such  plans  into  contracts  where  they  are 
not  already  in  existance.  There  has  also  been  a union 
proposal  for  a fixed  per  cent  of  payroll  contribution 
by  employers  to  include  all  health  ahd  welfare  plans, 
including  sick  leave. 

The  National  Pneumatic  Company  of  Rahway,  New 
Jersey,  manufacturers  of  door  control  equipment  and 
interlocking  devices,  as  well  as  safety  operating  kits 
for  presses,  worked  out  a sick  leave  plan  which  has 
been  incorporated  in  the  contract  for  the  past  two 
years  (UMW,  District  50)  which  gives  workers  six  days 
paid  sick  leave  a year.  This  sick  leave  is  cumulative 
from  year  to  year.  The  union  undertook  an  educational 
campaign  on  the  subject  to  see  that  the  privilege  was 
not  abused,  in  addition  to  wltflch  both  the  company  and 
the  union  understand  that  at  the  end  of  the  contract 
year  the  sick  leave  policy  and  cumulative  policy  will 
be  reviewed  and  if  excessive  abuses  are  found,  they 
will  be  eliminated  from  the  contract.  This,  of  course, 
puts  the  responsibility  directly  up  to  the  employees. 

To  date,  the  plan  has  worked  out  quite  well. 
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2.  Severance 

While  dismissal  plan  programs  have  been  steadi- 
ly increasing,  they  have  never  reached  large  proportions 
and  in  any  event  are  not  a complete  solution,  either 
coupled  with  government  unemployment  Insurance  com- 
pensation, or  singly,  to  the  problem  of  unemployment. 
Severance  pay  programs  will  probably  continue  to  be 
limited  for  the  most  part  to  cases  of  consolidation  or 
merger  of  companteg , and  technological  changes  which  re- 
duce the  need  for  labor* 
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CHAPTER  VI 


TOTAL  COST  OF  FRINGE  ISSUES 


A . General  Discussion  of  Cost 

The  first  reaction  of  management  to  the 
problem  of  fringe  issues  has  been  a stiffening  tendency 
to  reduce  the  number  and  amount  of  fringe  benefits 
wherever  possible  and  to  bargain  to  the  utmost  before 
granting  any  new  ones.  A second  reaction  has  been  for 
management  to  attempt  to  grant  fringe  benefits  in  place 
of  increased  basic  wages.  On  this  point,  of  course,  the 
unions  contend  wages  and  fringe  issues  are  two  separate 
and  distinct  items  and  they  intend  to  fight  for  them 
as  such.  The  third  reaction  of  management  is  for  in- 
creased government  social  security  in  the  hope  that  if 
these  benefits  are  high  enough  and  wide  enough  the  workers 
will  be  satisfied  and  thus  leave  the  individual  manage- 
ments alone.  Along  with  this  idea  goes  the  fact  that 
probably  the  government  can  do  the  job  cheaper  and 
spread  the  risk  over  a greater  number  of  industries 
and  businesses. 

The  fourth  reaction  has  been  the  awakening- 
realization  of  the  cost  of  fringe  benefits  coupled 
with  the  idea  of  trying  to  pass  as  much  of  the  cost 
off  onto  the  consumer  in  the  way  of  higher  prices. 

During  the  war  period  management  had  little  regard 
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for  the  cost  of  shift  differentials,  vacations  with 
pay,  accident  and  health  insurance,  severance  pay, 
and  retirement  plans  as  long  as  they  held  the  workers. 
Then  our  economy  was  living  on  a cost  plus  basis  and 
any  new  fringe  cost  could  be  passed  on  to  the  con- 
sumer with  little  or  no  difficulty.  Nov/,  however, 
as  our  economy  readjusts  Itself,  management  is  be- 
coming vitally  aware  of  the  high  cost  of  fringe  bene- 
fits and  the  problem  of  who  pays  the  cost. 

A recent  study  by  the  United  States  Chamber 
of  Commerce  of  30  large  companies  revealed  the  average 
cost  of  fringe  benefits  in  1946  was  13.28$  of  payroll. 

In  13$  of  the  cases,  however,  the  cost  was  over  20$  of 
payroll.  In  contrast,  in  1929  the  National  Industrial 
Conference  Board  estimated  that  fringe  benefit  items 
cost  only  1$  of  payroll. 

1 

The  following  chart  compiled  by  Modern  Industry 
gives  annual  and  hourly  costs  of fbinge  Issues  based  on 
a $1.30  hourly  base  wage,  50  week  year,  40  hour  work 
week.  From  such  a basic  chart  one  can  easily  figure 
cost  of  all  fringe  issues  for  any  base  wage  rate  in  a 
plant. 


1.  Modern  Industry , “Facing  the  Facts  on  Fringe  Issues”, 
July  1948. 


. 

_ 

_ 

. 


. 

. 

. 


. 


Item 

Cost  Hourly 

Cost  Annually 

Wage 

$1.30 

|2,600.00 

Daily, 15  min. rest 

.04 

81.25 

Daily, 5 min. wash 

.013 

27.08 

6 Paid  holidays 

.03 

62.40 

1 week  vacation  paid 

.027 

52.00 

2 week  vacation  paid 

.054 

104.00 

Health  and  welfare 
fund 

.02*p*  .04 

40.  - 80.00 

Shift  bonus 

.05  -.20 

100.  -400.00 

Total 

.234  - .404 

1466.73  to  $906.73 

N on-compulsory  payroll  contribution  averages 
on  a percentage  basis  according  to  the  Conference  Board 
are: 


1,2 


Paid  vaca tions , average 
Paid  holidays,  average 
Pension  plans 
Health  and  Accident 
Insurance,  life 
Shift  differentials 


3 to  6 $ of  payroll 
3$  of  payroll 
2-5$  of  payroll 
2-3$  of  payroll 
2-4$  of  payroll 
2-10  cents  per  hour 


1.  The  National  Conference  Board,  "Union  Health  and  Wel- 
fare Funds",  January  23,  1947. 

2.  American  Management  Association  bulle tin , "Patterns  in 
Fringe  Issues",  July  1948. 
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In  addition,  of  course,  compulsory  government 
benefits  have  to  be  figured*  As  an  average  the  follow- 
ing percentage  figures  have  been  considered  to  be  ap- 
proximately correct  by  the  Conference  Board. 

Workmen’s  Compensation  1.5#  of  payroll 

Unemployment  Compensation  2.0#  of  payroll 

Old  Age  and  Survivors  Ins.  3 to  6#  of  payroll 
Non-Occupational  (Disabillty)l#  of  payroll 
Social  Medicine  (Proposed)  3 to  4#  of  payroll 

B.  Costs  in  Selected  Industries 

Industries  and  companies  across  the  country 
find  the  cost  of  fringe  benefits  vary  widely,  depending, 
of  course,  primarily  upon  the  number  and  kind  of  benefits 
in  exlstance  in  their  particular  company  or  industry. 

For  the  year  1946  General  Electric  found  their 
benefit  plans  cost  them  over  $27,000,000.  or  per  hour 
per  employee.  For  the  year  1947  over  $20,000,000  was 
paid  by  the  company  into  the  pension  plan  alone , which 
covers  over  94#  of  the  employees.  For  an  overall  figure, 
General  Electric  workers  receive  7-11#  of  their  wages  in 
hidden  extras.* 

The  Chase  Brass  and  Copper  Company  figured 

1.  General  Electric  bulletin,  "What's  Your  Extra  Pay% 
September  1948. 
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that  its  combined  benefit  program  (required  government 
plus  own)  was  costing  the  company  an  extra  22/  per  man 
hour  worked  in  1948  and  that  if  an  additional  demand 
by  the  union  was  made,  its  cost  would  go  to  25/  per 
hour  in  1949.  The  pension  and  benefit  plan  that  this 
company  recently  installed  only  amounted  to  5%  of  pay- 
roll, but  this  small  percentage  amounted  to  5-3/4 

1 

millions  of  dollars  per  year. 

The  Allen  Manufacturing  Company  of  Hartford, 
Connecticut  in  March  1948  issued  a statement  to  the 
effect  that  its  supplemental  payments  for  1947  in  con- 
nection with  compulsory  and  non-compulsory  worker  bene- 
fits amounted  to  $331.71  per  worker , or  10.5#  more  than 

g 

his  regular  earnings  for  the  year* 

The  Monsanto  Chemical  Company  figured  that  in 

1947  its  average  hourly  wage  was  $1.35  , plus  10/  in 

fringe  benefits.  Its  contract  for  1948  called  for  a 

wage  increase  of  10^/  per  hour  and  1£/  per  hour  in- 

a 

crease  in  fringe  benefits. **  * 

% 

An  interesting  study  was  made  by  the  Auto- 
motive and  Aviation  Parts  Manufacturers  Association, Inc. 
for  1947.  Based  on  168  reports  (covering  198  plants) 

1.  Talk  by  Paul  Chase  before  the  Society  for  the  Advance- 
ment of  Management,  New  York,  N.Y.  October  1948. 

2.  Letter  by  Allen  Mfg.  Co.  signed  by  president,  May  3,1948. 

3.  Modern  Industry,  July  1948. 

4.  Business  Week,  October  30,  1948. 
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the  1947  cost  of  fringe  benefits  was  38.5$  higher  than 
the  1946  co 8 1 for  the  same  fringe  benefits.  Actual 
dollar  and  cent  cost  was  over  $45, 000,000  or  roughly 
$250  per  man.  The  198  plants  provided  360,000,000 
man  hours  of  work  to  factory  employees  in  1947.  The 
overall  average  costs  for  the  198  plants  was  12.543 
cents  per  hour  worked,  broken  down  as  follows: 

Vacation  payments  (average  U.S.)  4.206  ^ per  man- 


hour worked 

Holidays  1.947 

Compulsory  government  4.975 

Special  bonuses  .454 

Payment  for  time  spent  in 
settling  grievances  by  shop 
stewards  .162 

Pension  plans,  insurance  plans, 
and  other  benefit  plans.  .799 


TOTAL  12.543  ^ per  man- 

hour worked. 

The  Rhode  Island  Textile  Association's  survey 
made  in  1948  of  61  textile  firms  in  Rhode  Island  dis- 
closed that  the  total  cost  of  fringe  benefits  for 
the  61  firms  (26,166  workers)  was  $17 ,274 ,200 , of  which 
$9,381,000  was  paid  in  non-productive  labor  costs  such 
as  pensions,  accident  and  life  Insurance.  The  remain- 
ing $7,893,000  was  paid  in  overtime,  shift  differentials. 
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and.  so  forth.  If  figured  on  an  hourly  basis  it  would 
have  amounted  to  14.64  cents  per  employee  per  hour 
worked  as  follows J 

Cents  per  hour  worked 
per  employee 


Vacations  (hourly  weighted)  3.53 

Holidays  2.36 

Insurance  2.06 

Overtime  5.5 

Shift  Differential  1.19 

TOTAL  14.64 


On  a percentage  basis  this  would  have  been  11 % of  the 
regular  hourly  payroll.  The  survey  did  not  include 
compulsory  government  social  security  or  workmen’s  com- 
pensation which  would  add  another  6$  to  the  total  pay- 
roll. 

A survey  made  by  the  National  Association  of 
Cotton  Manufacturers^of  65  mills  representing  68$  of 
the  workers  in  northern  cotton  and  rayon  mills  showed  the 
cost  of  fringe  benefits  to  be  approximately  1G&  per 
hour  per  worker.  A breakdown  of  this  figure  is  given 
on  the  following  page. 

For  the  65  mills  studied  the  yearly  cost  of 
employee  benefits  which  were  provided  in  union  contracts 
came  to  approximately  $16,000,000.  The  average  hourly 

1.  Report  of  Industrial  Relations  Service  Department, 

National  Association  of  Cotton  Manufacturers , Sept . 1948 . 
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Vacation 

Insurance 

Paid  Holidays 

Shift  Differential 

Premium  Pay  (Holiday) 

Retirement 

TOTAL 


3.51  cents  per  hour 

(average  weighted) 

2.22 

2.72 

0.55 

0.71 

0.05 

9.76  ^ per  hour  per  worker 


wage  in  northern  mills  at  the  time  of  this  survey  was 
$1.18.  This  survey  did  not  include  compulsory  govern- 
ment employee  benefits  which  would  add  another  6$. 

Fringe  benefit  costs  in  the  clothing  industry 
are  broken  down  into  three  sections,  namely,  ladies 
coat  and  suit  industry,  men's  clothing,  and  dress  in- 
dustry. 

Fringe  costs  in  the  ladies'  coat  and  suit  in- 
dustry are  figured  to  be  15%  of  the  direct  labor  cost; 
of  which 


retirement 

fund 

5.0% 

health  and 

vac. 

3.5 

holidays 

3.0 

compulsory 

taxes 

3.5 

On  the  other  hand,  the  cost  in  the  men's  and  boys' 
clothing  industry  is  estimated  at  lb%>  and  is  broken 


down  as  follows! 
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retirement  and  health 

5.0% 

vacation 

and  holiday 

6.5% 

payroll 

taxes  (comp.) 

3.5% 

The  dress  industry  has  the  lowest  fringe  benefit  cost 
of  9 - 10 % of  direct  labor  cost  and  is  analyzed  as 
f ollows : 

retirement , health  and 
vacation  4.5% 

holiday  1.5% 

compulsory  taxes  3.5% 

The  American  Type  Founders  estimate  their 
fringe  benefit  costs  run  to  20-30<^  an  hour  (based  on 
an  average  wage  in  the  industry  of  $1.30  per  hour).  In 
1908,  the  ATF  paid  an  average  weekly  wage  of  $10.83,  while 
in  1948  an  employee  of  ATF  receives  more  than  this  amount 
in  fringe  benefits.  ATF  has  attempted  to  bring  the  em- 
ployee’s attention  to  these  fringe  benefits.  This  is 
indeed  rare  in  most  companies  as  the  majority  of  them 
take  these  benefits  for  granted  and  do  very  little  to 
keep  these  pay-extras  before  the  worker's  eye. 

The  Eastman  Kodak  Company^found  their  benefit 
program  in  1946  cost  them  $24,121,985  or  an  Increase  of 
$4,307,731  over  1945.  This  figure  represented  20%  of 

1.  Conference  Board  Management  Record,  December  1947. 
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payroll,  composed  of  17$  voluntary  benefit  and  3$ 
social  security.  35$  of  the  total  cost  of  benefits 


went  into  profit  sharing  benefits.  A partial  break- 
down of  cost  of  some  of  the  more  Important  fringes 


are  listed  below: 


Retirement 
Life  Insurance 
Disability 
Special  Retirement 
Saving 
Vacation 
6 Paid  Holidays 
Sick  Benefits 
Miscellaneous 


15,001,816 

817,029 

145,803 

50 , 383 
2,776,784 
1,583,824 
1,512,071 
142,590 


1 

The  United  Specialities  Company  of  Chicago 
recently  broke  their  benefit  program  down  and  dis- 
covered: 


Benefit 

Total  Cost 

Cost  Per  Worker 

Paid  To 

Holidays 

$15,245,43. 

$19.70 

Worker 

Vacations 

50,986.09 

65.87 

Worker 

Soc. Security 

47,920.69 

61.91 

Government 

Pensions 

52,741.00 

68.14 

Trus  t Fund 

Group  Ins. 

17,829.63 

23.04 

Insurer 

Cafeteria 

10,421.95 

13.47 

Caterer 

Recreation 

5,986.02 

7.73 

Others 

Misc. 

2,481.25 

3.20 

Worker 

TOTAL 

$203£12.06 

$263.06 

1,  Conference  Board  Management  Record, December  1947 
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Ta£2e  V-l  on  page  133  shows  wages  and  salaries 
paid  to  employees  in  private  Industry  and  supplemental 
payments  for  the  period  1929  through  1946. 

C . What  the  Nation  Pays 

General  statistics  on  fringe  benefits  are 
relatively  difficult  to  obtain  as  some  plants  Include 
shift  premium  in  fringe  benefits,  others  say  they  be- 
long with  the  wage  structure.  However,  according  to  a 
survey  for  1946  the  total  fringe  was  4.8$  of  the  nation's 
wage  bill.  In  1929  it  was  only  1.2$.  These  figures  cover 
only  the  major  fringe  benefits.  If  a complete  list  were 
included  the  total  percentage  would  undoubtedly  run  as 
high  as  10-12$  of  the  nation's  payroll. 

On  the  basis  of  these  flgures^one  executive 
was  prompted  to  say  that  in  one  way  it  might  be  a lot 
smarter  In  the  long  run  for  management  to  try  to  trim 
down  the  fringe  benefits  and  get  these  payments  taken 
care  of  by  basic  wage  rates.  His  contention  was  it  would 
at  least  give  both  individual  management  and  industries 
a much  clearer  idea  where  they  stand  from  a wage  cost 
point  of  view. 

D . Who  Pays  the  Final  Cost? 

Management  wants  to  know  how  they  can  grant 
labor  greater  fringe  benefits  without  increasing  the 

1.  Business  Week,  "Wage  Structure  -With  Fringe  on  Top", 
April  17,  1948. 
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price  of  the  final  article  to  the  ultimate  consumer. 

The  unions  claim  that  the  costs  can  be  taken  from  the 
tremendously  high  profit  ratios  that  most  of  the 
nation's  businesses  are  now  operating  under.  The 
unions  also  cite  the  fact  that  the  worker's  future 
becomes  more  secure  as  benefits  are  increased  and 
hence  he  becomes  a better  worker  and  in  turn  the  cost 
of  production  goes  down  in  a sufficient  amount  to  meet 
the  rising  cost  of  the  benefits. 

Management,  however,  says  that  in  spite  of 
high  profits  their  replacement  costs,  depreciation  in- 
accuracies, cost  of  risk  capital,  planning  for  the 
future  and  many  other  items  do  not  leave  room  for  bene- 
fit costs  from  profits.  Management  does  not  feel  that 
Increased  productivity  on  the  worker's  part  is  a valid 
argument  either.  Some  arguments  have  been  advanced 
that  fringe  issues  are  not  really  a cost  of  doing  busi- 
ness, but  are  the  social  obligation  of  management  and 
should  be  paid  out  of  profits. 

Both  management  and  unions  seem  to  be  against 
the  policy  of  making  the  consumer  pay  for  the  added  cost 
of  fringe  benefits.  However,  many  writers  in  the  field 
today  say  that  the  cost  of  fringe  benefits,  both  com- 
pulsory and  non-compulsory , are  recovered  partly 
through  retarded  base  wage  Increases,  and  partly  through 
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inclusion  in  the  price*  Recently  the  Ford  Motor 
Company  said  the  only  way  they  could  grant  the  higher 
wages  and  pension  and  welfare  plans  that  the  UAW  is 
after  is  by  raising  the  price  of  its  cars.  Ford 
further  stated  the  company's  prices  would  be  competi- 
tive only  if  its  costs  were  competitive. 

If  fringe  Issue  costs  are  to  be  included  in 
the  ultimate  price  to  the  consumer,  it  would  seem  that 

the  low  income  classes  and  the  low  wage  earners  are 
* 

bearing  a greater  proportionate  share  of  the  cost  of 
these  fringe  benefits. 
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CHAPTER  VII 
CONCLUSIONS 


A,  Trends  In  Fringe  Issues 

From  the  material  that  has  been  presented 
in  the  previous  chapters  several  basic  conclusions 
regarding  fringe  benefits  can  be  drawn. 

1.  Fringe  benefits  have  definitely  become  a 
part  of  union-management  relations  and  will  become  in- 
creasingly more  important  in  the  year  1949. 

2.  Management  needs  to  consider  quite  serious 
ly  the  value,  effect  and  costs  of  fringe  payments. 

3.  Fringe  issues  can  be  concluded  to  be  a 
cost  of  doing  business;  a labor  cost  which  must  be  in- 
cluded in  the  total  payroll. 

4.  Management’s  problem  of  where  the  money 
to  pay  for  the  fringe  benefits  is  coming  from  is  all 
too  pressing;  particularly  in  view  of  a possible  re- 
cession. 

Management  feels  they  want  to  hold  the  line 
on  fringe  benefits  as  much  as  possible.  Recently, 
management  was  cautioned  that  contributions  they  put 
into  pension  plans  may  not  be  called  a business  ex- 
pense for  tax  purposes  by  the  Treasury  Department. 
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Actually,  to  date,  there  has  been  no  ruling  on  the 
case  but  undoubtedly  there  will  be  before  too  long 
as  the  coal  operators  are  asking  whether  the  a 
ton  they  contribute  to  the  mine-workers  * pension  can 
be  claimed  as  a tax  deduction.  Needless  to  say, 
management  wants  to  be  assured  of  tax  deductions  on 
pension  plans  that  are  wholly  financed  by  the  company. 

Another  point  on  the  pension  situation  which 
is  currently  worrying  management  is  the  right  to  tell 
a man  when  he  will  retire.  Previously  it  has  always 
been  management’s  prerogative  to  tell  an  employee  when 
he  shall  retire  but  with  pension  plans  coming  under 
collective  bargaining  negotiations,  management  can  fore- 
see the  union  will  desire  to  have  a hand  in  deciding 
this  matter. 

Labor  leaders  feel  1949  is  a good  year  for 
a concentrated  drive  on  welfare  issues  for  several 
reasons.  First  of  all,  manpower  is  still  relatively 
tight,  the  price  index  has  started  to  decline  so  the 
unions  are  well  aware  that  they  cannot  hope  to  receive 
a large  wage  increase.  In  addition,  of  course,  pro- 
duction is  pretty  well  meeting  demand  for  the  first 
time  since  the  war  and  many  individual  companies  are 
already  in  the  throes  of  a minor  recession.  Consequently, 
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the  unions  feel  they  had  better  count  on  obtaining 
the  additional  increase  in  the  form  of  wage  benefits. 

In  addition,  labor  leaders  feel  they  have  a friendly 
Congress  with  which  to  deal  and  a comparatively  friendly 
President  in  the  White  House. 

Unions  want  management  to  foot  the  entire 
bill  on  the  new  welfare  plans,  particularly  pension, 
health  and  insurance  plans.  The  unions  say  if  contri- 
butions from  employees  are  required  they  won't  get  as 
many  members,  thus  making  a higher  cost  in  the  long  run. 

In  general,  the  long  range  trend  is  definitely  away 
from  contributory  and  toward  plans  financed  by  the  em- 
ployer. 

Many  unions  have  put  group  health  insurance  on 
the  very  top  of  their  list  of  welfare  benefits  they  are 
after  in  '49.  In  a check  of  contracts  recently  Prentice- 
Hall^found  20%  of  the  contracts  contained  some  provision 
for  group  insurance.  Only  3 contracts  called  for  any 
contributions  by  employees,  the  remainder  all  being  em- 
ployer paid.  With  the  exception  of  two  contracts,  all 
contained  fixed  benefits  regardless  of  the  workers  wage. 

The  AFL  and  CIO  are  solidly  united  on  govern- 
ment legislation  of  social  security.  The  Economic  Out- 
look, house  organ  of  the  CIO,  announced  in  December 

1948  that  they  were  starting  a two-way  drive  for  social 
1.  Prentlce-Hall'j  "Union- Contracts  and  Collective  Bargain- 
ing Practices",  Vol.  VIII,  January  1949. 
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security*  This  was  interpreted  as  meaning  they  would 
back  government  plans  for  improved  social  security 
benefits  and  secondly  that  they  would  strive  to  obtain 
more  and  better  welfare  plans  in  union  contracts. 

Since  that  time  the  CIO  has  announced  that  they  figure 
an  adequate  government  program  of  welfare  benefits 
would  cost  approximately  7~Q%  of  payroll.  The  CIO  be- 
lieves this  should  be  broken  down  as  follows:  paid 

by  workers,  4$  by  employers  and  the  remainder  from  the 
general  revenue. 

The  AFL  wants  the  extension  of  social  security 
to  be  financed  by  an  Q%  payroll  tax  to  be  borne  by  em- 
ployees and  employer  alike.  (l)  They  advocate  doubling 
old  age  benefits,  plus  extension  of  social  security  for 
those  not  covered;  (2)  They  want  federal  disability 
benefit  plans  for  workers  out  of  work  for  sickness  or 
accident;  (3)  Uniform  system  of  unemployment  insurance 
and  services  and  (4)  system  of  medical  service.  Both 
the  CIO  and  AFL  are  of  course  backing  the  idea  of  a new 
cabinet  post  - - the  Department  of  Health. 

The  President  has  gone  on  record^as  bei  ng  in 
favor  of  legislation  which  would  leave  terms  of  welfare 
fund  agreements  to  collective  bargaining.  Of  course, 
it  is  also  true  that  he  is  highly  in  favor  of  revision 

1.  Prentice-Hall,  "Union  Contracts  and  Collective  Bargai 
ing  Practices",  Vol.  VIII , January  1949. 
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of  current  social  security  legislation. 

In  contrast,  however,  a survey  bv  the 

1 

National  Federation  of  Small  Businessmen  showed  that 
85$  of  small  businessmen  are  opposed  to  hiking  the  social 
security  rate. 

In  the  contracts  that  have  been  signed  in  the 
last  six  months  a scattering  of  new,  and  perhaps  trend 
indicating,  clauses  have  popped  up.  One  new  clause  which 
has  appeared  several  times  is  that  which  includes  pay  for 
employees  attending  union-management  meetings.  Another 
clause  which  is  appearing  more  often  lately  is  that 
giving  an  additional  holiday  for  election  day. 

During  the  latter  part  of  1948  a unique  inno- 
vation was  granted  by  one  company,  American  Electric 
Motors  in  Los  Angeles,  namely  a plan  of  one  year's 
vacation  (paid)  after  ten  years  service  with  the  company. 
A trust  fund  of  5$  of  the  payroll  paid  by  the  employer 
will  finance  it. 

Another  interesting  trend  developed  a short 
time  ago  when  a Ford  local  asked  that  a pension  program 
be  taken  out  of  the  range  of  subjects  to  be  discussed  by 
locals  and  put  on  an  industry-wide  bargaining  basis. 

B . Round  Four  in  Labor-Management  Relations  - 1949 

Dr.  Leonard  Spangenberg,  Vice-President  of 


1.  Business  Week , February  19,  1949 
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Babson  Business  Statistics  Service  at  the  35th  Annual 

National  Business  Conference  on  November  5,  1948  made 

the  following  statement  concerning  the  anticipated 

fourth  round  of  labor  demands: 

It  is  our  opinion  that  there  will  be  a 
fourth  round  of  raises,  averaging  5$. 

The  real  emphasis  will  be  switched  to  the 
winning  of  pension  systems,  sick  benefits, 
and  a guaranteed  annual  wage  to  make  up  for 
the  small  gains  likely  to  be  achieved*  1 

2 

The  Washington  experts  feel  the  average  wage  boost  for 

the  '49  period  will  be  about  five  cents  an  hour  with 

more  than  the  usual  number  of  requests  for  fringe  bene- 

3 

fits.  One  Labor  Department  man  said,  ’’the  fourth  round 
won ' t be  much  more  than  a flurry  with  a fringe  on  top”. 

Walter  Reuther  of  the  United  Automobile  Workers 
in  announcing  his  plans  for  '49  which  includes  $100  a 
month  pension,  health,  hospitalization,  medical,  surgi- 
cal and  life  insurance  said  they  were  taking  pension  and 
social  security  plans  out  of  the  fringe  issues  and  put- 
ting them  at  the  head  of  the  list.  The  UAW  wants  social 

4 

security  protection  as  follows: 

1.  Income  maintenance  during  occupational  sickness 
or  accident  disability.  They  want  at  least  50$  of  pay 


1.  Address  by  Dr.  Leonard  Spangenberg  at  35th  Annual 
National  Business  Conference,  Babson  Park,  Mass., 
November  5,  1948. 

2.  Wall  Street  Journal, HA  Nickel  an  Hour", March  1,1949. 


3.  Ibid. 

4.  Business  Week,  September  11,  1948,  p.  109. 
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for  up  to  52  weeks  that  a worker  is  off  the  job  and 
under  physicians  care, 

2.  Hospitalization:  the  union  wants  insurance 

that  will  cover  the  full  payment  of  all  hospital  costs 
for  a period  of  at  least  72  days, 

3.  Medical  and  surgical  protection  - as  minimum 
standards  the  union  seeks  full  payment  of  the  cost  of 
physicians  services  to  the  worker  and  his  family; 
eventually  the  union  wants  a system  of  clinics  financed 
on  a prepayment  basis. 

4.  Pensions:  UAW’s  goal  is  retirement  at  65  for 

men,  60  for  women  at  $100  a month. 

5.  Death  benefits  or  life  insurance;  union  wants 
members  assured  of  coverage  at  least  equal  to  their 
average  annual  wage;  with  the  benefits  to  be  paid  in 
part  at  death,  the  rest  in  monthly  installments  to 
beneficiaries. 

Management  has  estimated  the  cost  on  the  pen- 
sion and  insurance  plans  as  follows: 

Pension  - 8^  per  hour  per  employee 
Insurance  - 5-6^  per  hour  per  employee 
With  the  wage  boost  that  the  UAW  has  asked  for  added  to 
this,  the  total  would  be  34^  an  hour  increase  per  em- 
ployee. If  the  companies  do  not  want  to  negotiate  on 
these  benefits,  Reuther  has  instructed  the  locals  to 
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ask  for  wage  increases  equivalent  to  the  cost  of  bene- 
fit programs,  plus  cost  of  living  adjustment. 

Other  key  CIO  unions  are  also  planning  to 
make  social  insurance  and  pension  plans  definite 
issues  for  ’49.  For  example,  the  United  Electrical, 

Radio  and  Machine  Workers  (CIO)  and  the  United  Rubber 
Workers  (CIO)  both  have  pension  plans  in  most  contracts, 
but  they  want  to  boost  the  rates  to  #100  a month  if  pos- 
sible in  1949. 

The  Steelworkers  demands  for  ’49  are  as  follows: 

1.  G-roup  life  averaging  #5,400. 

2.  Paid  up  #1,500  life  at  65. 

3.  #8  a day  hospitalization  benefits  (including 
the  employees  family) 

4.  Sick  benefits  - #35 

5 #225  for  surgical  expenses. 

6.  #150  a month  pension  which  will  cover  approxi- 

mately 975,000  employees  and  cost  approximately 
9.65  an  hour  per  employee. 

Steel  wage  demands  come  to  12$  of  payroll  and  would 
cost  industry  approximately  #250  million  (this  Includes 
the  pension  plan  and  other  welfare  benefits).  The  1948 
steel  industry  payroll  was  2.2  billion  and  the  average 
wage  was  #1.63  per  hour. 


1.  Boston  Herald,  "CIO  Demands  for  Shorter  Week  Denied”, 
February  21,  1949. 
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Weirton  Steel  Company  (Independent  Union) 
recently  announced  its  proposed  pension  plan  for  the 
coming:  year  (1949).  The  plan  calls  for  payment  by 
the  employer  of  the  difference  between  social  security 
benefits  and  $100  a month.  Eligibility  includes  15 
years  service  with  Weirton  and  65  years  of  age.  It 
is  a Joint  contribution  plan  covering  12,500  workers. 

Kaiser-Fraser ' s sickness  and  accident  bene- 
fits have  already  been  increased  this  year.  New  pro- 
visions will  provide  $30  maximum  for  26  weeks.  The  em- 
ployer pays  the  total  cost  which  figures  out  to  5^  an 
hour  worked  per  employee. 

One  disturbing  note  from  labor's  point  of 
view  was  struck  when  General  Electric,  a pattern  setter 
in  the  electrical  industry,  turned  down  the  CIO  in  their 
fourth  round  wage  increase  demand.^  In  addition,  GE 
was  also  opposed  to  the  CIO's  new  demands  for  a shorter 
work  week,  liberalized  pension  and  welfare  programs. 

One  can  only  say  in  conclusion  that  It  will 
be  interesting  to  see  how  many  fringe  issues  labor  will 
be  able  to  gain  in  the  coming  year  as  those  gains  will 
be  indicative  of  future  trends  in  the  years  to  come. 


1.  Boston  Herald,  "CIO  Demands  for  Shorter  Week  Denied", 
February  21  , 1949. 
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2.  - - “Present  Trends  in  Welfare  Plans”,  J.  W.  Whittle- 
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^Ue  Stin^de  fyaztl 

You  make  small  monthly  contributions  toward 
your  retirement  income. 


2. 


U.S.I.  puts  in  at  least  two  dollars  of  its  own 
money  for  every  dollar  paid  into  the  plan  by 
employees. 


3. 


When  you  retire  at  65  (60  for  women)  you  receive 
an  income  as  long  as  you  live. 


When  you  retire  at  normal  retirement  age,  your 
income  (including  Social  Security)  will  usually  be 
about  60%  of  the  average  annual  pay  you  earned 
if  you  were  under  the  plan  for  30  or  more  years. 


5. 


The  tables  on  pages  eight  and  nine  illustrate  how 
much  you  may  expect  to  receive  when  you  retire. 


You  reach  age  30 


wl  h 
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^ItU,  ii  yo-usi  '• 

U.S.I.  Retirement  Income  Plan 


Under  the  U.S.I.  plan  you  retire  at  age  65 — women  at 
60 — with  a guaranteed  regular  income  every  month  for 
the  rest  of  your  life. 

This  U.S.I.  retirement  plan,  added  to  Social  Security, 
gives  you  a comfortable  income  to  make  the  years  after 
65  among  the  most  pleasant  in  your  life. 


You  enroll  in  the 
plan 


The  U.S.I.  Retirement  Income  Plan  gives  you  the 
least  costly  old  age  security  you  can  buy  because: 

1.  Your  retirement  income  is  bought  at  whole- 
sale rates  from  the  insurance  company. 

2.  For  each  dollar  employees  pay  into  the  plan, 
U.S.I.  pays  in  at  least  two  dollars. 

3.  You  never  get  back  less  than  your  own  money 
plus  compound  interest. 

On  the  average,  you’ll  get  back,  in  monthly  retire- 
ment payments,  six  or  seven  times  what  you  put  into 
the  plan  while  you  worked.  And  don’t  forget  that 
these  retirement-income  checks  will  be  coming  to  you 
every  month,  wherever  you  are  living  or  whatever  you 
are  doing. 


Membership  in  the  Plan 

/ • WU  iA  cQv-e'ie.ct  luf  the  Plan  ? 

Every'  man  or  woman  who  has  been  with  U.S.l.  a year 
and  is  30  or  over  and  less  than  65  (60  if  a woman)  is 
automatically  enrolled  in  the  plan. 

2.  ^bo-eA  it  mcuttesi  whteAe  9 w-OJitz  i+t  V.B.9. 

OA  hcua  much  9 tttcdze  ? 

No.  Every  employee  of  U.S.l.  and  its  wholly-owned 
subsidiaries  in  the  United  States  is  eligible  for  enroll- 
ment in  the  plan.  It  doesn't  make  any  difference 
whether  you  work  in  a plant,  an  office,  a laboratory, 
or  on  the  sales  staff.  Neither  does  the  size  of  your 
salary'  matter.  The  higher  your  earnings,  the  more  you 
contribute  and  the  larger  are  y'our  benefits  after  you 
retire. 


And  start  to  enjoy 
the  benefits 


3.  When  da  9 became,  a memben.  ajj  the 
rietisiement  plan? 

On  the  first  day  of  May  or  the  first  day  of  November 
following  the  day  you  become  30  and  complete  one  year 
of  service  with  U.S.I.  In  other  words,  if  your  thirtieth 
birthday  is  in  October,  you  are  enrolled  in  the  plan  the 
following  November  1st. 

If  you  are  more  than  30,  you  are  enrolled  on  the  first 
day  of  May  or  the  first  day  of  November  following  the 
day  you’ve  worked  one  full  year  at  U.S.I. 

•4C  lAjUtf  dolin' t the  plan  itasit  until  cyt’ 

30? 

Employment  records  show  that  before  we’re  30,  most  of 
us  haven’t  quite  decided  what  we  want  to  do  or  where 


we’re  going  to  spend  the  rest  of  our  working  lives.  For 
that  reason  age  30  was  selected  as  the  best  age  at  which 
to  begin  the  plan. 

5.  'Will  it  co£t  me  muolt? 

No.  Your  monthly  contributions  toward  your  retire- 
ment income  are  small  and  depend  on  your  rate  of 
pay.  For  example,  if  you  are  making  from  $1,701  to 
$2,100  a year,  you  contribute  only  $3.60  a month;  if 
you  earn  between  $2,901  and  $3,100  a year,  you  con- 
tribute $6.30  a month. 

6.  o4aia  da  9 t+iakz  ttuj,  cantsulxu9ia+i'L  ? 

U.S.I.  deducts  your  contribution  from  your  pay  once 
a month.  You  don’t  have  to  bother  to  set  cash  aside,  or 
worry  about  missing  a payment. 


Your  Benefits 


ottaw-  much  will  9 c^et  when  9 tietisie  ? 


Your  income  when  you  retire  will  depend  on  the 
number  of  years  you  have  been  covered  by  the  plan 
and  your  average  earnings  during  that  period.  If  you 
have  been  in  the  plan  for  30  or  more  years,  your  com- 
bined income  from  the  U.S.I.  plan  and  Social  Security 
benefits  will  be  about  60%  of  the 
average  pay  you  received  during 
those  years  or  if  you’ve  been  in 
the  plan  for  20  years,  this  com- 
bined income  will  be  about  40% 
of  your  average  pay.  And,  you 
will  get  your  retirement  income 
every  month  as  long  as  you  live. 


‘What  Uap.p>e*tb  ijj  9 leave  lA.  9. 
osie  9 >ieti>ie? 


You  can’t  lose.  If  for  any  reason  you  leave  U.S.I.  before 
you  retire: 

(a)  You  get  back  every  cent  you  have  paid  in,  with 
compound  interest. 

(b)  Or  you  can  leave  the  contributions  you  made 
while  working  for  U.S.I.  with  the  insurance 
company  and  arrange  for  an  annuity  that  will 
pay  a certain  income  after  retirement  age. 

(c)  If  you  are  45  or  older  and  have  been  in  the  plan 
for  ten  years  or  more,  you  can  use  U.S.I.’s  con- 
tributions plus  yours  to  provide  you  with  an 
annuity,  but  you  can’t  withdraw  U.S.I.’s  contri- 
butions in  cash. 


6 


Your  wife,  children,  or  other  beneficiary  gets  every 
cent  you  paid  into  the  plan,  plus  compound  interest  up 
to  the  month  of  death. 


If  you  should  die  before  you  have  received  back  every- 
thing you  contributed  to  the  plan,  plus  compound  in- 
terest, the  unpaid  balance  goes  to  your  wife,  children, 
or  other  beneficiary. 


Yes.  You  can  change  your  beneficiary  at  any  time. 
If  you  don’t  name  a beneficiary,  all  death  benefits  go 
to  your  widow  or  widower.  If  there  is  no  widow  or 
widower,  then  they  go  to  surviving  children,  equally; 
if  there  are  no  children,  benefits  go  to  surviving  par- 
ents, equally;  and  so  on  to  surviving  brothers  and  sisters 
equally;  and  finally,  if  there  are  none  of  these,  to  your 
executors  or  administrators. 


//. 
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EXAMPLES  OF  RETIREMENT 

h 


Th  ese  examples  show  the 
expect  to  receive  after  h 
depends  on  how  long  y< 


IP 


If  you've 
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* Women  retire  lor 
receive  a slights 


INCOME 


5 pproximate  annual  income  a U.  S.  I.  employee  can 
1 retires  at  65. !:  Amount  of  your  retirement  income 
a are  under  the  plan  and  your  average  earnings. 


IINGS  PER  YEAR 

You  will 
get . . . 

$4,200 

$4,800 

$5,400 

$6,000 

$1,982 
1 648 

1 2,630 

$2,386 

648 

3,034 

$2,789 

648 

3,437 

$3,192 

648 
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0 Retirement  Income 
0 Social  Security 
0 TOTAL 

1,699 
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0 Retirement  Income 
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! 1,416 

( 600 

! 2,016 
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2,304 
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600 
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0 Retirement  Income 
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1,709 

1,363 

576 
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576 

2,170 

1,824 

576 

2,400 

0 Retirement  Income 
0 Social  Security 

0 TOTAL 

arlier — at  age  60 — and 
il  smaller  annual  income. 


Benefits  (continued) 


/ 3 . 


Yes.  You  can  choose  to  receive  a smaller  retirement 
income  during  your  lifetime,  in  order  that  an  income 
may  be  continued  to  your  wife  as  long  as  she  lives. 
You  will  be  asked  to  make  up  your  mind  about  this 
choice  five  years  before  you  are  due  to  retire. 


cZufifiode  9 have,  i.o+ne.  o-tltesi  inco+ne? 

Your  retirement  pay  from  the  U.S.I.  plan  keeps  com- 
ing just  the  same.  U.S.I.  hopes  you’ll  enjoy  yourself 
after  you  retire.  It’s  perfectly  all  right  with  U.S.I. 
and  the  insurance  company  if  you  want  to  start  a 
poultry  farm  or  go  pearl  fishing  in  the  South  Seas. 
Even  if  you  should  get  another  job  after  age  65  your 
retirement  income  continues. 
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attcH  id.  alda  a tttetnbe'i  o-jj  the.  'le.ti'ieM.ent 
filati  ? 

No.  You  will  receive  your  retirement  pay  no  matter 
where  any  other  member  of  your  family  may  work  or 
receive  income. 

15.  cMaw-  abo-ut  a mawUed  w-o-Mon'd. 
rnent  i+tco+ne  ? 

She  receives  it  just  like  anyone  else.  It  makes  no  differ- 
ence if  her  husband  is  also  getting  pay  or  retirement 
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Retirement  Age 


Not  necessarily.  Normal  retirement  age  is  65  for  men 
and  60  for  women,  but  you  may  retire  within  10  years 
before  your  normal  retirement  age,  if  approved  by  the 
Board  of  Directors  or  the  Pension  Committee. 


It  depends  on  your  age  at  the  time  of  retirement.  If 
you  retire  before  normal  retirement  age,  your  retire- 
ment pay  will  be  less  than  otherwise  because  you  and 
U.S.I.  will  have  contributed  less  to  the  plan  and  because 
you  will  be  drawing  retirement  pay  for  a longer  period. 
For  example,  if  you  are  a man  retiring  at  60,  or  a 
woman  retiring  at  55,  you  will  receive  a retirement 
income  (including  Social  Security)  of  about  one-half 
of  what  you  would  have  received  at  your  normal 
retirement  date. 


Yes;  the  plan  enables  a man  to  retire  between  60  and 
65  after  20  years  of  service  with  U.S.I.  on  a retirement 
income  of  at  least  three-quarters  of  the  amount  (includ- 
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ing  Social  Security)  that  he  would  have  received  if  he 
had  continued  working  and  contributing  to  the  plan 
until  age  65. 


19'  2>o  !)  <j,et  Social  Secusuty  at  ac^c  60? 

No;  the  government  doesn’t  pay  Social  Security  bene- 
fits to  you  until  you  reach  65. 

But  if  you  are  a woman  retiring  at  60,  or  a man  retiring 
between  60  and  65  after  20  years  of  service  with  U.S.I., 
you  will  receive  a temporary  payment  under  the  plan 
in  addition  to  your  regular  retirement  income,  in  an 
amount  approximately  equal  to  the  Social  Security 

( Continued  on  page  14) 
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benefits  that  will  be  payable  to  you  at  age  65.  U.S.I. 
makes  this  possible  without  cost  to  you  by  an  additional 
payment  to  the  insurance  company. 


20.  Can  9 tv&ilz  jjO^i  Id. £.9.  ajjten.  65? 

At  normal  retirement  age  you  stop  contributing  to  the 
plan  and  your  retirement  pay  commences.  But  your 
employment  may  be  continued  from  year  to  year  upon 
the  approval  of  the  Board  of  Directors  or  the  Pension 
Committee. 

21.  cM-o-w-  lo-n<f  cvill  the  avesiatye  jxeAAan  live 
ajjtzn.  normal  >ietisie+nent  a<j,e  ? 

Insurance  company  tables  show  on  the  average  that  a 
man  reaching  age  65  has  14  years  to  live;  a woman 
who  reaches  60  has  about  21  years  to  live.  This  means 
that  the  average  man  will  live  long  enough  to  get  back 
six  or  seven  times  what  he  put  into  the  plan,  and  a 
woman  even  more. 


14 


Some  Other  Facts 


22.  cA-oaaj.  da  9 Jzttaiu  9 am  in  tlte  plan  ? 

The  insurance  company  will  issue  you  a certificate  of 
participation  in  the  U.S.I.  Retirement  Income  Plan. 

23.  lOlieA.e  until  my  >ieti/iement cUzclzA.  came 
jpom  ? 

Directly  from  the  insurance  company.  U.S.I.  is  using 
its  contributions  and  yours  to  buy  you  an  annuity — a 
yearly  income — from  the  insurance  company. 

24.  Gan  rlt.  S.9.  eve*  yet  loch  any  ajj  tlte 
money  it  puti.  into  the  plan? 

Not  a cent!  Money  paid  by  U.S.I.  to  the  insurance 
company  is  cash  the  company  never  sees  again.  Every 
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month  U.S.I.  turns  its  payments  and  yours  over  to  the 
insurance  company.  From  then  on  the  money  is  safe- 
guarded by  the  insurance  company  which  guarantees 
to  make  payments  to  you.  In  addition  U.S.I.  pays  all 
the  administrative  costs  of  the  plan. 


3.5.  'kJlvat  Itcuppend.  i^  'll.  S.  9.  didc.on.tin- 
ued.  the.  plan? 

If  you  have  already  retired,  your  retirement  pay  con- 
tinues unchanged.  If  you  have  not  already  retired,  you 
will  get  an  annuity  based  on  what  has  been  paid  in  by 
you  and  U.S.I. 

36.  id.  *U.  <S.  9.  dainty  tltid.  jjOn.  iti 

e+nployeed  ? 

Because  people  who  needn’t  worry  about  their  old  age 
are  bound  to  be  happier  workers.  And  happier  workers 
do  more  and  better  work.  Anything  that  benefits  U.S.I. 
employees  benefits  U.S.I. 


lo-o-Jz  at  it 


/Jn 


if  UMUf  ifOU 


you  can’t  lose  under  this  retirement  plan.  U.S.I. 
is  backing  it  two  to  one.  No  matter  what  hap- 
pens, you  get  back  every  cent  you  put  in,  with 
interest,  and  on  the  average  you’ll  receive  six  or 
seven  times  what  you  contributed  to  the  plan. 


And  there’s  more  to  it  than  just  coming  out 
ahead  in  dollars  and  cents.  Best  of  all  is  the 
comfortable  feeling  that  comes  when  you  know 
your  future  security  is  being  taken  care  of; 
when  you  can  look  forward  with  satisfaction 
to  carefree  years  after  you  retire. 


If  there  are  questions  that  haven’t  been  answered,  or  points 
you’d  like  to  look  into  further,  ask  your  foreman  or  supervisor. 


PROFIT  SHARING 


and  RETIREMENT 


WESTERN  AUTO  SUPPLY  COMPANY. 
,A  Missouri  Corporation) 





Western  Auto  Supply  Company 


OFFICE  OF  THE  PRESIDENT 


To  the  Employees  of  the  Western  Auto  Supply  Company: 

It  gives  me  great  pleasure  to  announce  that  the  directors  of 
your  Company,  with  the  approval  of  the  stockholders,  have  adopted 
a Profit  Sharing  and  Retirement  Program  for  the  benefit  of  all 
regular  employees. 

Recognizing  your  contribution  to  the  growth  and  progress  of 
the  business,  the  Western  Auto  Supply  Company  has  for  some 
time  been  seeking  a sound  plan  under  which  all  regular  employees 
could  share  in  the  Company’s  annual  profits.  The  Company  has  also 
consulted  a number  of  specialists  on  the  best  means  to  provide  extra 
security  for  the  years  following  your  retirement  from  service.  The 
results  of  these  studies  have  been  combined  into  the  Program  de- 
scribed in  this  booklet. 

Eligibility  requirements  are  simple.  You  need  only  have  been 
employed  by  us  for  30  or  more  hours  per  week  for  three  years, 
and  be  under  65  at  the  time  you  join. 

The  Program  goes  into  effect  as  of  January  1,  1946,  for  all 
employees  eligible  at  that  time.  Others  may  join  on  the  January  1st 
following  their  completion  of  the  eligibility  requirements. 

I cordially  invite  you  to  avail  yourself  of  the  benefits  of  this 
Program  as  soon  as  you  are  eligible.  As  the  following  sections  will 
show,  we  have  made  every  effort  to  make  it  as  practical  and  bene- 
ficial to  you  as  possible. 


Sincerely  yours, 
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This  Section  is  merely  to  give  you  a quick  view  of 
the  whole  Program  . . . The  exact  provisions  of 
the  Program  are  in  the  Trust  Agreements  at  the 
rear  of  this  booklet. 
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Ifs  Purpose 

The  Western  Auto  Profit  Sharing  and  Retirement  Program 
has  two  main  purposes.  First  of  all,  the  Company  wants  you  to 
have  a share,  over  and  above  your  salaries,  in  the  profits  that  your 
work  helps  to  make.  This  means  that  you  become  more  than  ever 
a member  of  the  Western  Auto  team — its  progress  is  your  progress, 
and  the  good  work  done  by  you  and  the  people  around  you  is  for 
the  good  of  all. 

The  second  purpose  is  to  start  now  to  provide  you  with  the 
solid  security  of  a fixed  income  for  life  when  you  get  ready  to 
retire.  Most  of  us  don’t  get  too  much  money  saved  by  that  time, 
and  the  steady  income  from  this  Program  added  to  our  own  savings 
and  Social  Security  benefits  can  mean  many  pleasant  extras  beyond 
just  “getting  along”  after  retirement. 

The  Program  backs  up  your  Group  Insurance  protection,  too, 
by  helping  to  take  care  of  your  family  in  case  of  your  death.  The 
big  points,  though,  are  that  the  Profit  Sharing  Plan  helps  you  to 
grow  as  your  Company  grows,  while  the  Retirement  Plan  helps 
to  make  your  future  more  secure. 

Q.  What  does  this  Program  cost  me? 

A.  It  “costs”  you  only  continued  loyalty  and  sincere  team-work 
with  your  fellow  employees.  The  Western  Auto  Program  is 
one  of  the  few  that  does  not  require  any  payments  from  its 
members.  All  money  for  both  Plans  comes  from  Company 
funds. 
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WHO  IS  ELIGIBLE 


If  you  regularly  work  30  or  more  hours  a week  for  Western 
Auto,  you  may  join  the  Program  on  the  January  1st  after  you  have 
served  the  Company  3 years,  provided  you  have  not  passed  your 
65th  birthday  on  that  date. 

All  present  employees  who  were  eligible  on  January  1,  1946, 
will  become  members  as  of  that  date.  New  members  will  be  taken 
into  the  Program  at  the  beginning  of  each  year.  You  will  therefore 
be  able  to  join  on  the  January  1st  following  the  time  you  meet 
the  requirements. 

Those  who  left  Western  Auto  to  go  into  the  Armed  Forces  and 
returned  to  us  on  release  get  credit  for  their  time  in  the  services 
just  as  if  they  had  been  working  at  their  old  jobs  with  us.  Many 
will  find  that  their  time  in  uniform  will  get  them  off  to  a good  start 
in  the  Program. 

1.  Q.  How  do  I join? 

A.  You  will  be  given  an  ap- 
plication card  to  sign  a 
few  weeks  before  it  is 
time  for  you  to  join. 

2.  Q.  I began  work  with  Wes- 
tern Auto  in  October, 
1944.  When  will  I actu- 
ally become  one  of  the 
members  of  the  Pro- 
gram? 

A.  Your  first  three  years 
will  be  finished  in  Oc- 
tober, 1947.  You  can 
then  apply  for  member- 
ship in  the  Program 
starting  on  January  1, 
1948. 

3.  Q.  How  does  this  credit  for  being  in  the  Armed  Forces  work? 
I came  to  Western  Auto  in  1942  and  then  was  in  the  Coast 
Guard  for  three  years.  When  can  I join  the  Program? 

A.  January  1,  1946.  Counting  in  your  Coast  Guard  time  you 
finished  your  three  years  of  service  in  1945  and  can  join  at 
the  first  of  the  following  year. 
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4 Q.  I left  Western  Auto  in  ’38  after  3 years  with  the  Company 
I was  rehired  in  1946.  When  do  I join  the  Program? 

A.  January  1,  1947.  A person  coming  back  with  at  least  3 years 
previous  service  is  allowed  to  join  on  the  January  1st  fol- 
lowing his  return. 


THE  PROFIT  SHARING  PLAN  IN  BRIEF 


This  Plan  gives  each  mem- 
ber a share  in  Western  Auto’s 
annual  profits  from  the  time  he 
joins  the  Program  until  he 
leaves  the  Company.  In  each 
year  that  profits  are  above  a 
minimum  level,  Western  Auto 
will  deposit  a portion  of  its 
profits  with  The  Chase  Na- 
tional Bank  of  the  City  of  New 
York,  the  trustee  for  the  Plan. 
Each  person  who  has  been  a 
member  throughout  the  year 
will  then  be  credited  with  his 
share  of  the  money  paid  in. 


As  the  Bank  will  invest  the  money  deposited,  you  can  see  that 
your  share  will  begin  to  build  up — especially  when  future  contribu- 
tions are  added. 


1.  Q.  How  much  of  its  profits  will  the  Company  pay  in  each  year? 

A.  Payments  will  be  made  according  to  a special  formula.  It’s 
given  in  full  on  page  16. 

2.  Q.  Is  it  possible  for  the  Company  to  withdraw  profits  previously 

contributed  to  the  Plan? 

A.  No.  All  profits  paid  in  to  the  trustee  belong  to  the  members 
of  the  Plan  without  any  strings  attached. 


Sharing  the  Profits 

To  find  each  person’s  share  in  a year’s  contribution  the  base 
pay  of  all  members  will  be  totaled  up.  Then  the  pay  of  each  member 
will  be  compared  with  this  total  to  get  the  percentage  of  his  pay  to 
the  total  pay  of  all  members.  Each  will  then  share  according  to  his 
percentage  of  the  pay  of  all  members. 


1 Q.  Does  your  share  change  if  your  base  pay  changes? 

A.  Yes — because  anything  that  changes  your  percentage  of  the 
total  pay  received  by  all  members  of  the  Plan  will  change 
your  share.  But  this  will  not  affect  the  share  built  up  for 
you  in  previous  years. 

2.  Q.  I was  in  the  Army  for  part  of  the  year,  but  I’m  eligible  to  be 

a member  for  the  full  year.  How  is  my  base  pay  figured? 

A.  In  a case  like  this,  your  base  pay  would  be  totaled  up  this 
way — 

1.  For  the  part  of  the  year  you  were  in  the  Army,  your  base 
pay  would  be  figured  at  the  same  rate  you  were  getting 
when  you  left  us  to  go  into  the  Army. 

2.  For  the  balance  of  the  year,  we  would  use  the  pay  you 
actually  received. 

3.  Q.  How  do  we  find  out  what  our  share  actually  is? 

A.  The  Committee  in  charge  of  the  Program  will  notify  each 
member  of  the  amount  of  money  to  his  credit  shortly  after 
the  end  of  each  year. 


What  Size  Will  Shares  Be? 

Naturally  we  can’t  predict  future  profits  or  many  of  the  other 
things  that  go  into  figuring  any  one  person’s  share.  But  your  share 
from  a year’s  profits  may  run  as  high  as  4 week’s  salary.  How  close 
we  come  to  that  will  depend,  of  course,  on  how  well  we  all  succeed 
in  building  profits  each  year. 


When  and  How  You  May  Withdraw  Your  Share 

To  give  everybody  in  the  Plan  a really  good  backlog  for  the 
future,  the  money  credited  to  each  person  must  remain  in  his 
account  until  he  leaves  the  Company.  This  means  that  you  can 
request  payment  of  your  share  only  at  the  following  times : 
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a.  On  retirement  at  65,  or  on  retirement  at  an  earlier  date  if 
special  permission  is  given  by  the  Committee. 

b.  On  leaving  the  Company  before  retirement. 

c.  At  death.  In  this  case  your  beneficiary  or  estate  would  be 
paid  the  amount  standing  to  your  credit. 

Your  Committee  is  permitted  to  pay  you  in  several  ways:  In 
one  lump  sum,  or  in  installments  over  a period  of  time,  or  with  an 
annuity  contract  purchased  from  an  insurance  company.  The 
annuity  is  especially  included  for  those  wanting  fixed  income  in 
addition  to  the  regular  payments  from  the  Retirement  Plan. 
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DETAILS  OF  THE  RETIREMENT  PLAN 


This  Plan  is  intended  to  provide  you  with  a definite  income 
after  you  retire  from  Western  Auto.  While  the  Profit  Sharing  Plan 
gives  a return  that  varies  with  each  year’s  profits,  this  Plan  steadily 
rewards  year-in-and-year-out  service.  Just  like  in  the  Profit  Sharing 
Plan,  Western  Auto  turns  over  the  money  for  this  Part  of  the  Pro- 
gram to  The  Chase  National  Bank  of  the  City  of  New  York,  as  the 
trustee  of  the  Plan. 


Retirement  for  Western  Auto 
employees  ordinarily  starts  on 
the  December  31st  of  the  year 
in  which  you  reach  65.  On  the 
following  day  your  monthly 
payments  from  this  Plan  will 
begin. 


What  Income  Will  I Get? 

Every  year  that  you  are  a 
member  of  the  Plan  adds  a 
fixed  amount  to  your  annual 
income  after  retirement,  and 
service  before  the  Plan  actu- 
ally went  into  effect  also 
counts.  Let’s  take  your  service 
before  1946  first. 


Income  Based  on  Earlier  Service 

With  the  exception  of  the  first  three  years  of  service  needed 
to  qualify,  every  year  with  Western  Auto  before  1946  adds  to  the 
income  you  will  get  from  the  Plan. 

For  each  of  these  years  you  will  receive  annual  retirement 
income  equal  to  % of  1%  of  your  annual  pay  rate  on  the  last  pay 
day  in  1945. 

For  example,  suppose  you  came  to  Western  Auto  on  June  1, 
1933,  and  your  salary  rate  on  the  last  pay  day  in  1945  was  $1,600. 
Here’s  how  your  income  for  service  before  1946  would  be  found — 
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Years  of  service  before  January  1,  1946  12 

Less:  3 qualifying  years  — 3 

Credited  years  of  service  before  January  1,  1946  9 


Salary  rate,  last  pay  day  in  1945  $1,600 

3/4  of  1%  of  $1,600  (.0075x$l,600)  12 

Annual  retirement  income  built  up  by  earlier  service 

(9x$12.)  $108.00 


Income  Based  on  Your  Membership  in  the  Plan 

Your  years  as  a member  of  the  Plan  build  your  income  in  much 
the  same  way.  For  each  full  year  in  the  Plan  you  will  get  yearly 
income  on  retirement  at  65  equal  to : 

1%  of  pay  from  $600  to  $3,000 
plus  1 2/3 % of  any  pay  above  $3,000 

To  show  how  this  works,  let’s  say  you  will  retire  at  the  end  of 
1967  after  22  years  in  the  Plan.  You’ll  need,  first  of  all,  to  make  a 
rough  guess  at  what  your  base  pay  will  be  from  the  time  you  join 
the  Plan  until  retirement.  Suppose  you  expect  to  make  about  $48  a 
week,  or  $2,500  a year,  from  1946  through  1955  and  then  hope  to 
jump  to,  say,  $63  a week  ($3,300  a year)  from  1956  through  1967. 
Here’s  the  way  you’d  figure  : 

Annual  Pay  for  the  10  years  1946-1955 — $2,500 

1%  of  annual  pay  from  $600  to  $2,500  $19.00 

Annual  retirement  income  built  up  in  this 
10  years  (10x$19)  $190.00 

Annual  Pay  for  the  12  years  1956-1967 — $3,300 

1%  of  annual  pay  from  $600  to  $3,000  $24.00 

1 2/3%  of  annual  pay  above  $3,000  5.00 

$29.00 


Annual  retirement  income  built  up  in  this 

12  years  (12x29)  $348.00 


Total  $538.00 
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If  both  of  the  examples  given  above  fitted  your  case,  you  would 
receive  $646  ($538 + $108)  each  year  after  your  retirement.  This 
would  mean  a check  every  month  for  $54.  Add  Social  Security 
benefits  of  about  $46  a month,  and  you  would  have  a steady  income 
of  $100  a month  when  you  retired.  And  don’t  forget,  this  is  in  addi- 
tion to  the  money  built  up  in  the  Profit  Sharing  Plan. 

Naturally,  your  own  figures 
will  be  different,  but  by  follow- 
ing the  examples  just  given, 
you  can  make  a fairly  good 
estimate  of  your  own  retire- 
ment income. 


1.  Q.  Do  you  earn  any  retire- 
ment income  for  service 
before  1946  if  you  joined 
the  Company  in  1943? 

A.  No,  because  your  three 
qualifying  years  would 
not  be  finished  until 
some  time  in  1946.  You 
would  be  set,  though,  to 
join  both  Plans  on  Jan- 
uary 1,  1947. 

2.  Q.  How  can  I find  what  my  Social  Security  benefits  will  be? 

A.  There  is  a table  showing  typical  Social  Security  benefits  on 
page  13. 

If  You  Retire  Before  65 

In  case  of  ill  health,  or  some  other  special  reason,  your  Com- 
mittee may  let  you  retire  as  early  as  55.  But  be  sure  to  remember 
that  all  retirement  income  figures  are  based  on  the  idea  that  you 
will  retire  at  the  normal  time — the  end  of  the  year  in  which  you 
reach  65.  So  we  want  you  to  realize  that  an  early  retirement  must 
mean  smaller  income  from  the  Plan — not  only  because  your  service 
is  shorter  but  because  payments  to  you  would  be  made  over  a 
longer  period.  (A  table  on  page  13  lists  the  percentage  of  your 
normal  retirement  payments  you  would  receive  if  you  should  retire 
before  65.) 
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If  You  Leave  Before  Retirement 

While  we  hope  that  you  will  stay  with  us  until  you  retire, 
you  are  permitted  to  draw  retirement  pay  if  you  leave  the  Company 
after  sufficient  service.  Your  normal  time  in  the  Plan  is  from  the 
day  you  become  a member  until  the  day  you  retire  at  65.  If  you 
leave  us  after  serving  at  least  half  this  normal  time,  you  will  receive 
retirement  payments  beginning  at  65.  In  certain  special  cases  the 
Committee  may  order  payments  to  begin  earlier. 

Here  again,  shorter  service  and  an  earlier  start  on  payments 
will  cut  down  the  size  of  your  monthly  checks,  just  as  in  the  case 
of  a person  retiring  early.  • 

1.  Q.  Would  I get  my  retirement  pay  if  I took  another  job  after 

retiring  from  Western  Auto? 

A.  Yes.  What  you  do  after  retirement  has  no  bearing  on  the 
retirement  pay  which  you  are  entitled  to  receive. 

2.  Q.  If  I joined  the  Plan  in  1947  and  will  be  65  in  1968,  when 

could  I leave  the  Company  and  still  get  some  retirement 
income? 

A.  Any  time  after  December  31,  1957.  Since  in  your  case  your 
normal  time  to  be  a member  of  the  Plan  is  from  1947 
through  1968,  or  22  years,  you  would  be  in  line  for  retire- 
ment income  if  you  left  any  time  after  11  years  member- 
ship in  the  Plan  (l/2  of  22  years). 

3.  Q.  Can  I have  my  payments 

continue  after  my  death? 

I want  to  be  sure  my 
wife  will  have  a steady 
income  if  anything  hap- 
pens to  me. 

A.  Yes.  There  are  several 
special  arrangements  you 
can  make.  But  your  re- 
tirement pay  will  be  re- 
duced because  the  pay- 
ments are  stretched  out 
over  the  lives  of  two 
people.  You  can  get  spe- 
cific information  about 
these  special  matters 
from  your  Committee. 
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4 Q May  I name  more  than  one  beneficiary? 

A.  No.  You  can  only  provide  a life  income  for  one  other  person 
besides  yourself 

How  the  Program  Will  Be  Run 

A Committee  of  five  employees  appointed  by  Western  Auto 
will  administer  the  Program.  They  will  rule  on  all  matters  relating 
to  the  two  Plans,  and  they  will  be  the  final  authority  in  ruling  on 
individual  cases.  All  Committee  decisions  will  be  made  by  major- 
ity vote. 

The  Chase  National  Bank  of  the  City  of  New  York  will  be  the 
trustee  for  all  money  paid  in  by  Western  Auto.  As  such,  the  Bank 
will  invest  the  money  contributed  and  make  payments  to  members 
as  they  become  due. 

Western  Auto  retains  the  right  to  change  the  Trust  Agree- 
ments as  necessary  in  the  future.  But  no  changes  will  be  allowed 
to  affect  the  money  previously  paid  in  to  the  Program. 

★ ★ ★ 

This  sums  up  the  Program.  We  sincerely  hope  that  it  will  be 
of  real  assistance  in  building  future  security  and — perhaps  even 
more  important — present  peace  of  mind. 
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EARLY  RETIREMENT  INCOME 

(expressed  in  relation  to  Normal  Retirement  Income) 


Age  When 

% of  Normal 

Retirement  Income 

Retirement  Income 

Commences 

Men 

Women 

65 

100% 

100% 

64 

91 

92 

63 

83 

86 

62 

76 

80 

61 

70 

74 

60 

65 

69 

59 

60 

64 

58 

56 

60 

57 

52 

57 

56 

48 

53 

55 

45 

50 

If  you  stop  work  before  65  Your  Normal  Retirement  Income  will 
be  less  than  it  would  have  been  had  you  worked  until  65. 


FEDERAL  SOCIAL  SECURITY 
RETIREMENT  BENEFITS 


Average  Years  of  Coverage  (After  1936) 

Monthly 
Wage’ 


(After  1936)  3 

5 

10 

15 

20 

25 

30 

35 

40 

$ 25.00 

$10.30 

$10.50 

$11.00 

$11.50 

$12.00 

$12.50 

$13.00 

$13.50 

$14.00 

50.00 

20.60 

21.00 

22.00 

23.00 

24.00 

25.00 

26.00 

27.00 

28.00 

75.00 

23.17 

23.62 

24.75 

25.87 

27.00 

28.12 

29.25 

30.37 

31.50 

100.00 

25.75 

26.25 

27.50 

28.75 

30.00 

31.25 

32.50 

33.75 

35.00 

125.00 

28.32 

28.87 

30.25 

31.62 

33.00 

34.37 

35.75 

37.12 

38.50 

150.00 

30.90 

31.50 

33.00 

34.50 

36.00 

37.50 

39.00 

40.50 

42.00 

175.00 

33.47 

34.12 

35.75 

37.37 

39.00 

40.62 

42.25 

43.87 

45.50 

200.00 

36.05 

36.75 

38.50 

40.25 

42.00 

43.75 

45.50 

47.25 

49.00 

225.00 

38.62 

39.37 

41.25 

43.12 

45.00 

46.87 

48.75 

50.62 

52.50 

250.00 

41.20 

42.00 

44.00 

46.00 

48.00 

50.00 

52.00 

54.00 

56.00 

'In  computing  “Average  Monthly  Wage’’  exclude  all  salary  over 
$250.00  in  any  one  month. 
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The  following  sections  of  this  booklet  give  you  the  legal  documents 
whicn  govern  the  Administration  of  the  Program. 


AGREEMENT  made  by  and  between  Western  Auto  Supply  Company, 
a corporation  organized  and  existing  under  the  laws  of  the  State  of  Missouri, 
having  its  principal  office  at  2107  Grand  Avenue,  Kansas  City,  Missouri  (here- 
inafter called  the  “Employer”),  and  The  Chase  Nat:onal  Bank  of  the  City  of 
New  York,  18  Pine  Street,  New  York  City,  New  York,  a national  banking 
association,  as  Trustee  of  the  Trust  hereby  created  (hereinafter  called  the 
“Trustee”) : 

WHEREAS,  the  stockholders  of  the  Employer  have  heretofore  authorized 
adoption  of  the  “Western  Auto  Supply  Company  Employees’  Profit  Sharing 
and  Retirement  Program”,  consisting  of  the  Profit  Sharing  Plan  embodied 
herein  (hereinafter  called  the  “Plan”)  and  the  Retirement  Plan  embodied  in 
the  Agreement,  dated  , 1946,  between  the  Employer  and  The  Chase 

National  Bank  of  the  City  of  New  York,  as  Trustee  thereof;  and 

WHEREAS,  the  Employer  has  adopted  said  Plan  into  which  contribu- 
tions by  the  Employer  may  be  made  for  the  purpose  of  distributing  to  its 
eligible  employees,  their  beneficiaries,  or  their  estates,  the  corpus  and  income 
of  the  fund  accumulated  in  the  Trust  in  accordance  with  such  Plan;  and 

WHEREAS,  such  Plan  is  intended  to  qualify  under  section  165(a)  of 
the  Internal  Revenue  Code,  as  amended,  or  any  statute  of  similar  import 
enacted  in  lieu  thereof: 

NOW,  THEREFORE,  this  Agreement  witnesseth: 

That  in  order  to  carry  such  Plan  into  effect,  the  parties  hereto  agree  as 
follows: 


1.  The  Employer  shall  appoint  a Committee  consisting  of  officers,  or 
other  employees  of  the  Employer,  or  any  other  individuals,  to  be  known  as  the 
“Administrative  Committee”  (hereinafter  referred  to  as  the  “Committee”) 
who  shall  serve  at  the  pleasure  of  the  Employer.  Vacancies  in  the  Com- 
mittee arising  by  resignation,  death,  removal  or  otherwise,  shall  be  filled  by 
the  Employer. 

2.  The  Committee  shall  administer  the  Plan  and  is  authorized  to  make 
such  rules  and  regulations  as  it  may  deem  necessary  to  carry  out  the  pro- 
visions of  the  Plan.  The  Committee  shall  determine  any  questions  arising  in 
the  administration,  interpretation,  and  application  of  the  Plan,  which  deter- 
mination shall  be  conclusive  and  binding  on  all  persons. 

3.  The  Committee  shall  act  by  a majority  of  its  members  at  the  time  in 
office  and  such  action  may  be  taken  either  by  a vote  at  a meeting  or  in  writ- 
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ADMINISTRATIVE  COMMITTEE 


ing  without  a meeting.  The  Committee  may  by  such  majority  action  authorize 
any  one  or  more  of  its  members  to  execute  any  document  or  documents  on 
behalf  of  the  Committee,  in  which  event  the  Committee  shall  notify  the 
Trustee  in  writing  of  such  action  and  the  name  or  names  of  its  member  or 
members  so  designated  and  the  Trustee  thereafter  shall  accept  and  rely  upon 
any  document  executed  by  such  member  or  members  as  representing  action 
by  the  Committee  until  the  Committee  shall  file  with  the  Trustee  a written 
revocation  of  such  designation. 

4.  Unless  otherwise  determined  by  the  Employer,  the  members  of  the 
Committee  shall  serve  without  compensation  for  services  as  such  but  all 
expenses  of  the  Committee  shall  be  paid  by  the  Employer.  Such  expenses 
shall  include  any  expenses  incident  to  the  functioning  of  the  Committee, 
including,  but  not  limited  to,  fees  of  investment  counsel,  attorney’s  fees, 
accounting  charges  and  other  costs  of  administering  the  Plan.  Neither  the 
Employer  nor  any  member  of  the  Committee  shall  be  liable  for  any  loss  or 
damage  or  depreciation  which  may  result  in  connection  with  the  execution 
of  their  duties  or  the  exercise  of  their  discretion  or  from  any  other  act  or 
omission  hereunder,  except  when  due  to  their  own  gross  negligence  or  wilful 
misconduct. 

Article  II 

PARTICIPATION 

1.  Every  employee,  who  has  communicated  in  writing  to  the  Committee 
his  acceptance  of  participation  hereunder  upon  the  terms  and  conditions  of 
this  Agreement,  shall  be  eligible  to  participate  hereunder  as  of  January  1, 
1946,  or  any  subsequent  January  1st,  upon  which  he  shall  at  that  time  or  at 
any  time  prior  thereto  have  completed  at  least  3 years  (excluding  any  such 
January  1)  of  continuous  employment  and  upon  which  he  shall  be  not  more 
than  65  years  of  age. 

2.  As  used  herein  the  term  “employee”  shall  include  everyone  regularly 
employed  by  the  Employer  except  those  normally  employed  less  than  30 
hours  per  week  or  those  who  are  employed  at  irregular  intervals. 

3.  For  the  purposes  of  subdivision  1 hereof,  the  Committee,  in  its  sole 
discretion,  shall  be  authorized  to  grant  any  extensions  of  time  for  the  ac- 
ceptance by  an  employee  of  participation  hereunder. 

4.  Each  such  eligible  employee  shall  be  determined  by  the  Committee 
from  the  Employer’s  records  and  shall  be  known  as  a “participant”;  and 
the  Committee’s  determination  shall  be  conclusive  upon  all  persons. 

Article  III 
CONTRIBUTIONS 

1.  All  contributions  under  the  Plan  shall  be  made  by  the  Employer  and 
no  contributions  shall  be  required  or  permitted  of  any  employee. 

2.  For  the  calendar  year  1946  and  each  calendar  year  thereafter,  the 
Employer  shall  contribute  to  the  Trustee,  to  be  held  and  administered  in 
trust  pursuant  to  the  terms  of  this  Agreement,  the  smallest  of  the  following 
amounts,  after  deducting  therefrom  the  sum  of  (i)  the  amount  contributable 
under  the  Retirement  Plan  for  such  year,  and  (ii)  any  amount  of  unused 
carry  over  from  any  prior  year  or  years: 
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(a)  The  total  amount  of  the  Employer’s  net  profits  for  each  such 
year  in  excess  of  15%  of  its  invested  capital  for  each  such  year;  or 

(b)  12 '/2%  of  its  net  profits  for  each  such  year;  or 

(c)  15%  of  the  compensation  for  each  such  year  of  the  participants 
on  December  31st  of  each  such  year. 

3.  As  used  herein  the  term  “amount  contributable”  under  the  Retire- 
ment Plan  for  any  year  shall  be  the  amount  certified  by  the  Committee  to 
the  Employer  for  such  year,  computed  on  the  basis  of  funding  the  past  service 
credit  cost  of  said  Retirement  Plan  at  the  maximum  amount  deductible  for 
such  year  under  §23  (p)  (1)  (A)  (iii)  of  the  Internal  Revenue  Code,  as 
amended,  as  determined  by  the  Committee.  As  used  herein  the  term  “carry 
over”  from  any  year  means  any  amount  by  which  the  amount  contributable 
under  the  Retirement  Plan  for  such  year  exceeded  the  smallest  amount 
determined  under  subdivision  2(a),  (b),  or  (c)  hereof  for  such  year.  As 
used  herein  the  term  “net  profits”  of  the  Employer  shall  mean  its  net  income 
or  profits  determined  by  the  Employer  upon  the  basis  of  its  books  of 
account  without  any  deduction  for  Federal  taxes  upon  income  and  for  con- 
tributions made  by  the  Employer  under  this  Plan  and  under  the  Retirement 
Plan.  As  used  herein  the  term  “invested  capital”  of  the  Employer  shall  mean 
the  sum  of  (a)  the  earned  surplus  account  of  the  Employer  as  shown  upon 
its  books  of  account  at  the  beginning  of  the  year  adjusted  by  (i)  all 
increases  or  decreases  therein  made  during  such  year  but  applicable  to  prior 
years  and  (ii)  all  dividends  paid  and  declared  out  of  earned  surplus  during 
such  year,  and  (b)  the  average  of  the  monthly  totals  of  the  capital  stock 
(common  and  preferred)  and  paid-in  surplus  accounts  of  the  Employer  as 
shown  and  reflected  upon  its  books  of  account  as  of  the  beginning  of  each 
month  during  the  year  (for  this  purpose  any  transfers  between  surplus  and 
capital  stock  accounts  during  the  year  shall  be  disregarded  for  such  year) 

4.  The  Employer  shall  determine  the  amount  of  any  contributions  to 
be  made  hereunder  and  shall  be  entitled  to  rely  on  an  estimate,  prepared  by 
independent  public  accountants  (on  the  basis  of  the  Employer’s  records) 
prior  to  the  expiration  of  60  days  after  the  end  of  any  year,  of  the  amount 
contributable  for  such  year,  notwithstanding  any  adjustments  resulting  from 
subsequent  audit  of  the  Employer’s  records.  Neither  the  Trustee  nor  the 
Committee  shall  be  under  any  duty  to  inquire  into  the  correctness  of  the 
amounts  contributed  and  paid  over  to  the  Trustee  by  the  Employer  here- 
under, nor  shall  the  Trustee  or  the  Committee  or  any  other  person  be  under 
any  duty  to  enforce  the  payment  of  the  contributions  to  be  made  hereunder 
by  the  Employer;  and  the  determination  of  the  contributions  hereunder  shall 
be  final  and  conclusive  upon  all  persons. 

5.  Contributions  in  favor  of  participants  who  individually  hold,  directly 
of  indirectly,  more  than  10%  of  the  voting  stock  of  the  Employer  shall  not 
exceed,  in  the  aggregate,  30%  of  the  total  contributions  for  all  participants. 
For  the  purpose  of  determining  stock  ownership,  an  individual  shall  be  con- 
sidered as  owning  the  stock  owned  by  the  spouse  and  minor  lineal  descendants 
of  such  individual.  Where  contributions  under  this  Plan  in  any  year  would 
exceed  this  limit,  the  Committee  shall  reduce  the  stockholder-participants' 
benefits  proportionately  and  equitably.  The  Committee’s  decision  particularly 
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in  allocating  the  reduction  of  benefits  among  various  stockholder-participants 
shall  be  conclusive  upon  all  persons. 

Article  IV 

CREDITING  OF  CONTRIBUTIONS 

1.  As  of  December  31st  of  each  year  for  which  the  Employer  shall 
make  a contribution,  each  participant  on  such  December  31st  shall  be  credited 
by  the  Committee  with  the  percentage  of  such  contribution  (expressed  in 
whole  Units  of  equal  value)  which  his  compensation  for  the  year  represents 
of  the  total  compensation  of  all  participants  for  such  year. 

2.  For  the  purpose  of  crediting  the  contribution  for  the  year  1946,  the 
value  of  each  Unit  shall  be  $1.00;  and  for  each  subsequent  year’s  contribution, 
the  value  of  each  Unit  shall  be  the  amount  resulting  from  dividing  the  total 
Units  standing  to  the  credit  of  all  participants  on  December  31st  of  such 
year  into  the  then  value  of  the  Trust  (excluding  the  contribution  for  such 
year).  In  so  crediting  the  participants,  the  Committee  shall  disregard  fractions 
of  a Unit. 

3.  The  “value”  of  the  Trust  shall  be  the  fair  market  value  of  the  net 
assets  held  under  the  Trust  determined  by  the  Committee  upon  such  basis 
and  as  of  such  time  or  times  as  to  it  shall  seem  proper  and  such  determina- 
tion shall  be  conclusive  and  binding  upon  all  persons.  The  “compensation” 
of  any  participant  means  the  amount  paid  by  the  Employer  to  such  partici- 
pant as  base  pay  excluding  all  other  payments  made  to  him  by  the  Employer; 
and  the  compensation  of  any  participant  for  any  period  of  his  service  in  the 
Armed  Forces  shall  be  deemed  to  have  been  at  the  rate  of  compensation  paid 
by  the  Employer  to  such  participant  for  the  last  regular  payroll  period  pre- 
ceding his  entry  into  the  Armed  Forces.  Such  compensation  shall  be  de- 
termined by  the  Committee  from  the  Employer’s  records  and  its  determina- 
tion shall  be  conclusive  upon  all  persons. 

Article  V 

DISTRIBUTIONS 

1.  Distributions  hereunder  shall  be  made  to  the  participants,  their 
beneficiaries,  and  their  estates  only  upon  the  following  events  and  in  the 
manner  provided  in  subdivision  2 hereof  and  upon  the  happening  of  any 
such  event  all  Units  standing  to  the  credit  of  any  such  participant  shall 
automatically  be  cancelled  and  his  interest  in  the  Trust  shall  terminate: 

Upon  Severance  of  Employment 

(a)  Upon  severance  of  a participant’s  employment  prior  to  retire- 
ment, the  Committee  shall  direct  the  Trustee  to  distribute  to  such 
participant  the  then  value  of  all  Units  standing  to  his  credit  at  such  time 

Upon  Retirement 

(b)  Every  participant  shall  retire  for  the  purposes  hereof  on  his 
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normal  retirement  date  or  his  optional  retirement  date.  Upon  such  re- 
tirement, the  Committee  shall  direct  the  Trustee  to  distribute  to  such 
participant  the  then  value  of  all  Units  standing  to  his  credit  at  such  time. 
The  Committee  may,  however,  in  its  sole  discretion  direct  the  Trustee  to 
defer  payment  of  said  amount  until  any  subsequent  actual  termination 
of  such  participant’s  employment  with  the  Employer,  after  first  having 
segregated  the  same  in  a special  account. 


Upon  Death 

(c)  Upon  the  death  of  a participant  prior  to  severance  of  employ- 
ment and  retirement,  the  Committee  shall  direct  the  Trustee  to  dis- 
tribute the  then  value  of  all  Units  standing  to  his  credit  at  such  time 
to  any  surviving  beneficiary  designated  by  him  on  such  form  and  under 
such  conditions  as  the  Committee  shall  prescribe  or,  if  none,  to  the 
estate  of  such  participant. 

2.  The  distributions  provided  under  subdivision  1 hereof  shall  be  made 
in  such  one  or  more  of  the  methods  following  as  the  Committee,  in  its  sole 
discretion,  may  determine: 

(a)  the  purchase  of  an  annuity  contract;  or 

(b)  one  lump  sum  payment,  in  cash;  or 

(c)  cash  payments,  in  monthly,  quarterly,  semi-annual,  or  annual 
installments,  over  any  period  not  exceeding  15  years,  after  first  having 
segregated  the  aggregate  amount  thereof  in  a special  account. 

In  the  event  of  the  death  of  a participant  (or  his  beneficiary)  after  retire- 
ment or  severance  of  employment  hereunder,  all  payments  which  would 
otherwise  have  been  made  to  him  (or  his  beneficiary)  hereunder  shall  be 
paid  to  or  for  the  benefit  of  such  participant’s  surviving  beneficiary  (as 
designated  under  subdivision  1 (c)  hereof),  if  any,  in  one  or  more  of  the 
above  methods,  as  the  Committee,  in  its  sole  discretion,  shall  determine 
or,  if  none,  to  the  estate  of  such  participant  (or  the  estate  of  his  beneficiary). 

3.  The  “normal  retirement  date”  of  any  participant  means  the  December 
31st  coincident  with  or  next  following  the  date  upon  which  such  participant 
attains  65  years  of  age.  The  “optional  retirement  date”  of  any  participant 
means  any  date  (prior  to  his  normal  retirement  date)  on  or  after  such 
participant  attains  55  years  of  age  if  the  Committee  in  accordance  with  its 
rules  shall  have  consented  to  such  date,  and  actual  termination  of  such  par- 
ticipant’s employment  with  the  Employer  then  occurs. 

4.  The  “continuous  employment”  of  any  participant  shall  for  all  pur- 
poses hereof  be  determined  by  the  Committee  from  the  Employer’s  records 
and  its  determination  shall  be  final  and  conclusive  upon  all  persons. 

5.  For  the  purpose  of  making  distributions,  the  “value”  of  a Unit  shall 
be  its  value  as  determined  by  the  Committee,  at  such  time  or  times  as  to  it 
seems  proper,  by  dividing  the  total  Units  standing  to  the  credit  of  all 
participants  at  the  time  of  such  determination  into  the  most  recent  or  then 
value  of  the  Trust  as  determined  by  the  Committee  under  Article  IV, 
subdivision  3,  hereof;  and  such  determination  of  the  value  of  a Unit  shall 
be  conclusive  and  binding  upon  all  persons. 


IS 


Article  VI 


RIGHTS  AND  DUTIES  OF  THE  TRUSTEE 

1.  The  Trustee  shall  receive  any  contributions  paid  to  it  in  cash  or 
other  property  acceptable  to  it.  All  contributions  so  received  together  with 
the  income  therefrom  (hereinafter  called  the  “Trust  Fund”)  shall  be  held, 
managed  and  administered  in  trust  pursuant  to  the  terms  of  this  Agreement. 
The  Trustee  hereby  accepts  the  Trust  created  hereunder  and  agrees  to  per- 
form the  provisions  of  this  Agreement  on  its  part  to  be  performed. 

2.  The  Trustee  shall  have  the  following  powers  and  authority  in  the 
administration  of  the  Trust  Fund,  to  be  exercised  in  its  uncontrolled  dis- 
cretion subject  to  the  provisions  of  subdivision  4 hereof : 

(a)  With  any  cash  at  any  time  held  by  it  to  purchase  or  subscribe 
for  any  securities  or  other  property  and  to  retain  in  trust  such  securities 
or  other  property. 

(b)  To  sell  for  cash  or  on  credit,  convert,  redeem,  exchange  for 
other  securities  or  other  property,  or  otherwise  dispose  of  any  securities 
or  other  property  at  any  time  held  by  it. 

(c)  To  settle,  compromise  or  submit  to  arbitration,  any  claims, 
debts  or  damages,  due  or  owing  to  or  from  the  Trust,  to  commence  or 
defend  suits  or  legal  proceedings  and  to  represent  the  Trust  in  all  suits 
or  legal  proceedings. 

(d)  To  exercise  any  conversion  privilege  and/or  subscription  right 
available  in  connection  with  any  securities  or  other  property  at  any  time 
held  by  it;  to  consent  to  the  reorganization,  consolidation,  merger  or  re- 
adjustment of  the  finances  of  any  corporation,  company  or  association 
or  to  the  sale,  mortgage,  pledge  or  lease  of  the  property  of  any  corpora- 
tion, company  or  association  or  to  the  sale,  mortgage,  pledge  or  lease 
of  the  property  of  any  corporation,  company  or  association  any  of  the 
securities  of  which  may  at  any  time  be  held  by  it  and  to  do  any  act  with 
reference  thereto,  including  the  exercise  of  options,  making  of  agree- 
ments or  subscriptions  and  the  payment  of  expenses,  assessments  or 
subscriptions  which  may  be  deemed  necessary  or  advisable  in  connection 
therewith,  and  to  hold  and  retain  any  securities  or  other  property  which 
it  may  so  acquire. 

(e)  To  vote  personally  or  by  general  or  limited  proxy,  any  shares 
of  stock  which  may  be  held  by  it  at  any  time,  and  similarly  to  exercise 
personally  or  by  general  or  by  limited  power  of  attorney  any  right 
appurtenant  to  any  securities  or  other  property  held  by  it  at  any  time. 

(f)  To  borrow  money  in  such  amounts  and  upon  such  terms  and 
conditions  as  shall  be  deemed  advisable  or  proper  to  carry  out  the 
purposes  of  the  Trust  and  to  pledge  any  securities  or  other  property 
for  the  repayment  of  any  such  loan. 

(g)  To  renew  or  extend  or  participate  in  the  renewal  or  extension 
of  any  mortgage,  upon  such  terms  as  may  be  deemed  advisable,  and  to 
agree  to  a reduction  in  the  rate  of  interest  on  any  mortgage  or  to  any 
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other  modification  or  change  in  the  terms  of  any  mortgage  or  of  any 
guarantee  pertaining  thereto,  in  any  manner  and  to  any  extent  that  may 
be  deemed  advisable  for  the  protection  of  the  Trust  Fund  or  the  preser- 
vation of  the  value  of  the  investment;  to  waive  any  default  whether  in 
the  performance  of  any  covenant  or  condition  of  any  mortgage  or  in  the 
performance  of  any  guarantee  or  to  enforce  any  such  default  in  such 
manner  and  to  such  extent  as  may  be  deemed  advisable;  to  exercise  and 
enforce  any  and  all  rights  of  foreclosure,  to  bid  in  property  on  fore- 
closure, to  take  a deed  in  lieu  of  foreclosure  with  or  without  paying  a 
consideration  therefor  and  in  connection  therewith  to  release  the  obliga- 
tion on  the  bond  secured  by  such  mortgage  and  to  exercise  and  enforce 
in  any  action,  suit  or  proceeding  at  law  or  in  equity  any  rights  or 

remedies  in  respect  of  any  such  mortgage  or  guarantee. 

(h)  To  hold  part  or  all  of  the  Trust  Fund  uninvested  without 
liability  for  interest  thereon. 

(i)  To  register  any  securities  held  by  it  hereunder  in  its  own  name 
or  in  the  name  of  a nominee  with  or  without  the  addition  of  words 
indicating  that  such  securities  are  held  in  a fiduciary  capacity  and  to 
hold  any  securities  in  bearer  form. 

(j)  To  make,  execute  and  deliver,  as  Trustee,  any  and  all  deeds, 

leases,  mortgages,  conveyances,  contracts,  waivers,  releases  or  other 

instruments  in  writing  necessary  or  proper  for  the  accomplishment  of 
any  of  the  foregoing  powers. 

3.  The  words  “securities  or  other  property”  shall  be  deemed  to  refer 
to  stocks,  common  or  preferred,  or  any  other  interest  in  any  corporation, 
including  the  Employer,  bonds,  notes  or  other  evidences  of  indebtedness  or 
ownership  even  though  the  same  may  not  be  legal  investments  for  a trustee 
under  the  laws  applicable  hereto. 

4.  The  Committee  shall,  in  its  sole  discretion,  have  the  following 
powers  with  respect  to  the  Trust  Fund  and  the  Trustee  shall  immediately 
comply  with  any  directions  given  by  the  Committee  hereunder: 

(a)  Employer’s  Securities.  None  of  the  powers  granted  under  sub- 
division 2 hereof  shall  be  exercised  by  the  Trustee  in  respect  of  securities 
or  other  property  of  the  Employer  except  upon,  and  in  accordance  with, 
the  direction  of  the  Committee.  The  Trustee  shall  be  under  no  duty  to 
question  such  direction  of  the  Committee,  or  to  review  any  securities 
or  other  property  of  the  Employer  or  to  make  any  suggestions  to  the 
Committee  in  connection  therewith. 

(b)  Other  Securities.  The  Committee  may  disapprove  the  further 
retention  of  any  other  securities  or  other  property  by  the  Trustee  and 
direct  the  Trustee  to  sell,  or  otherwise  dispose  of,  such  disapproved 
securities  or  other  property. 

5.  Unless  paid  by  the  Employer,  the  Trustee  shall  upon  the  direction 
of  the  Committee  pay  out  of  the  Trust  Fund  all  property  taxes  and  other 
taxes  of  any  and  all  kinds  levied  or  assessed  under  existing  or  future  laws 
upon  or  in  respect  of  the  Trust  or  any  money,  property  or  securities  forming 
a part  thereof,  subject  to  the  terms  of  any  agreements  or  contracts  made 
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with  respect  to  trust  investments  which  make  other  provision  for  such  tax 
payments. 

6.  The  Trustee  shall  be  paid  such  reasonable  compensation  as  shall 
from  time  to  time  be  agreed  upon  by  the  Committee  and  the  Trustee.  In 
addition,  the  Trustee  shall  be  reimbursed  for  any  reasonable  expenses,  in- 
cluding reasonable  counsel  fees,  incurred  by  it  in  the  administration  of  the 
Trust  Fund.  Such  compensation  and  expenses  shall  be  paid  by  the  Employer, 
but  may  be  withdrawn  by  the  Trustee  out  of  the  Trust  Fund  if  not  paid  by 
the  Employer  within  90  days  after  becoming  due  without  seeking  the  ap- 
proval or  the  instructions  of  the  Committee. 

7.  Whenever  requested  by  the  Committee,  the  Trustee’s  accounts  may 
be  audited  by  independent  public  accountants  selected  by  the  Committee. 
The  Trustee  shall  render  in  duplicate  at  least  once  each  year  accounts  of  its 
transactions  under  this  Agreement  to  the  Committee  and  the  Committee 
may  approve  such  accounts  of  the  Trustee  by  an  instrument  in  writing 
delivered  to  the  Trustee.  In  the  absence  of  the  filing  in  writing  with  the 
Trustee  by  the  Committee  of  exceptions  or  objections  to  any  such  account 
within  60  days  after  the  receipt  by  the  Committee  of  any  such  account,  the 
Committee  shall  be  deemed  to  have  approved  such  account;  and  in  such 
case,  or  upon  the  written  approval  of  the  Committee  of  any  such  account, 
the  Trustee  shall  be  released,  relieved  and  discharged  with  respect  to  all 
matters  and  things  set  forth  in  such  account,  with  like  effect  as  if  such 
account  had  been  settled  or  allowed  by  judgment  or  decree  of  a court  of 
competent  jurisdiction  in  an  action  or  proceeding  in  which  the  Trustee,  the 
Employer,  the  Committee  and  all  persons  having  or  claiming  to  have  any 
interest  in  the  Trust  were  parties.  No  person  interested  in  the  Trust  or  other- 
wise, other  than  the  Employer  and  the  Committee,  may  require  an  accounting 
or  bring  any  action  against  the  Trustee  with  respect  to  the  Trust  and  its 
actions  as  Trustee.  In  any  proceeding  instituted  by  the  Trustee,  the  Employ- 
er and/or  the  Committee  hereunder,  only  the  Committee,  the  Employer  and/or 
the  Trustee  shall  be  the  necessary  parties. 

8.  The  Trustee  shall  be  fully  protected  in  relying  upon  a certification 
of  any  officer  of  the  Employer  as  to  membership  of  the  Committee  as  it  then 
exists  and  in  continuing  to  rely  upon  such  certification  until  a subsequent 
certification  is  filed  with  the  Trustee.  The  Trustee  shall  be  fully  protected 
in  acting  upon  any  instrument,  certificate,  or  paper  submitted  to  it  by  the 
Employer  and/or  the  Committee  which  it  believes,  in  the  exercise  of  reason- 
able care,  to  be  genuine  and  to  be  signed  or  presented  by  the  proper  person 
or  persons,  and  the  Trustee  shall  be  under  no  duty  to  make  any  investigation 
or  inquiry  as  to  any  statement  contained  in  any  such  writing  but  may  accept 
it  as  conclusive  evidence  of  the  truth  and  accuracy  of  the  statements  con- 
tained therein.  The  Trustee  shall  not  be  responsible  for  the  application  of 
any  part  of  the  Trust  Fund,  if  payments  are  made  in  accordance  with  the 
written  direction  of  the  Committee,  nor  shall  the  Trustee  be  responsible 
for  the  adequacy  of  the  Trust  Fund  to  meet  and  discharge  the  payments  and 
liabilities  under  the  Trust.  All  persons  dealing  with  the  Trustee  are  released 
from  inquiry  into  the  decision  or  authority  of  the  Trustee  and  from  seeing 
to  the  application  of  moneys,  securities  or  other  property  paid  or  delivered 
to  the  Trustee.  The  Trustee  shall  not  be  liable  hereunder  except  for  its 
own  gross  negligence  or  wilful  misconduct. 


— 21  — 


9.  Any  trustee  acting  hereunder  may  resign  at  any  time  upon  30  days’ 
written  notice  to  the  Employer  and  the  Employer  may  remove  any  trustee 
at  any  time  upon  30  days’  notice  to  the  trustee;  but  the  parties  may  by 
written  instrument  waive  such  notice.  In  the  case  of  resignation  or  re- 
moval of  any  trustee  the  Employer  shall  appoint  a successor  trustee.  Any 
successor  trustee  shall  have  the  same  powers  and  duties  as  the  succeeded 
trustee,  subject  to  such  changes  as  the  Employer  may  then  determine.  The 
removal  of  a trustee  or  appointment  of  a new  trustee  shall  be  by  instrument 
in  writing  and  shall  become  effective  on  the  date  therein  specified.  The 
appointment  of  any  successor  trustee  or  trustees  hereunder  shall,  without 
any  separate  instrument  or  conveyance,  immediately  vest  title  to  the  Trust 
Fund  in  such  successor  trustee  or  trustees.  Upon  request  of  such  successor 
trustee  or  trustees,  the  Employer  and  the  trustee  ceasing  to  act  shall  execute 
and  deliver  such  instruments  of  conveyance  and  further  assurance  and  do 
such  other  things  as  may  reasonably  be  required  for  more  fully  and  cer- 
tainly vesting  and  confirming  in  such  successor  trustee  or  trustees  all  the 
right,  title  and  interest  of  the  retiring  trustee  in  and  to  the  Trust  Fund. 


Article  VII 

AMENDMENT  AND  TERMINATION 

1.  The  Employer  reserves  the  right  at  any  time  and  from  time  to 
time  to  modify,  amend,  or  terminate  this  Agreement  in  whole  or  in  part  by 
delivering  to  the  Trustee  a copy  of  such  modification,  amendment,  or  ter- 
mination certified  by  any  officer  of  the  Employer;  provided,  however,  that 
the  Employer  shall  have  no  power  to  amend  or  terminate  this  Agreement 
in  such  manner  as  would  cause  or  permit  any  part  of  the  income  or  the 
corpus  of  the  Trust  to  be  diverted  to  purposes  other  than  for  the  exclusive 
benefit  of  participants  or  their  beneficiaries  or  estates,  or  as  would  cause  or 
permit  any  portion  of  the  Trust  Fund  to  revert  to  or  become  the  property 
of  the  Employer;  and  provided  further  that  the  duties  or  liabilities  of  the 
Trustee  hereunder  shall  not  be  increased  without  its  written  consent. 

2.  Unless  this  Trust  be  sooner  terminated,  a successor  to  the  business 
of  the  Employer,  by  whatever  form  or  manner  resulting,  may  continue  this 
Plan  and  Trust  by  executing  an  appropriate  supplemental  agreement  and 
such  successor  shall  ipso  facto  succeed  to  all  the  rights,  powers  and  duties 
of  the  Employer  hereunder.  The  employment  of  any  employee  who  is  con- 
tinued in  the  employ  of  such  successor  shall  not  be  deemed  to  have  been 
terminated  or  severed  for  any  purpose  hereunder. 

3.  Upon  termination  of  the  Trust,  the  Committee  shall  direct  the 
Trustee  to  distribute  all  assets  remaining  in  the  Trust,  after  payment  of  any 
expenses  properly  chargeable  against  the  Trust,  to  the  participants  in  ac- 
cordance with  the  value  of  the  Units  credited  to  such  participants  as  of  the 
date  of  such  termination  of  the  Trust.  The  Committee  in  office  at  the  time 
of  such  termination  shall  continue  to  act  with  its  full  powers  hereunder  until 
the  completion  of  the  distribution  of  such  assets;  and  a majority  of  the  mem- 
bers of  the  Committee  then  in  office  shall  have  the  power  to  fill  any  vacancies 
occurring  in  the  Committee  after  such  termination  by  resignation,  death  or 
otherwise.  In  the  event  the  Committee  shall  not  within  a reasonable  time 
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after  such  termination  have  given  the  Trustee  the  directions  provided  in 
this  subdivision  3,  the  Trustee  shall  ipso  facto  succeed  to  all  powers  and 
duties  of  the  Committee  under  this  subdivision  and  shall  itself  distribute 
said  Trust  assets  to  the  participants  and  their  beneficiaries  as  in  this  sub- 
division provided. 


Article  VIII 

MISCELLANEOUS 

1.  Neither  the  establishment  of  the  Trust  hereby  created,  nor  any  modi- 
fication thereof,  nor  the  creation  of  any  fund,  or  account,  nor  the  payment 
of  any  benefits,  shall  be  construed  as  giving  to  any  participant  or  other 
person  any  legal  or  equitable  right  against  the  Employer,  or  any  officer  or 
employee  thereof,  or  the  Trustee,  or  the  Committee,  except  as  herein  pro- 
vided; and,  in  no  event,  shall  the  terms  of  employment  of  any  participant 
be  modified  or  in  any  way  affected  hereby. 

2.  The  right  of  any  participant  or  beneficiary  to  any  benefit  or  to  any 
payment  hereunder  or  to  any  separate  account  shall  not  be  subject  to  aliena- 
tion or  assignment,  and  if  such  participant  shall  attempt  to  assign,  transfer  or 
dispose  of  such  right,  or  should  such  right  be  subjected  to  attachment,  execu- 
tion, garnishment,  sequestration  or  other  legal,  equitable  or  other  process,  it 
shall  ipso  facto  pass  to  such  one  or  more  as  may  be  appointed  by  the  Com- 
mittee from  among  the  beneficiaries,  if  any,  theretofore  designated  by  such 
participant,  and  the  spouse  and  blood  relatives  of  the  participant;  provided, 
however,  that  the  Committee  in  its  sole  discretion  may  reappoint  the  parti- 
cipant to  receive  any  payment  thereafter  becoming  due  either  in  whole  or  in 
part.  Any  appointment  made  by  the  Committee  hereunder  may  be  revoked 
by  the  Committee  at  any  time,  and  a further  appointment  made  by  it. 

3.  In  the  event  any  amount  shall  become  payable  hereunder  to  any 
person  (or,  upon  his  death,  to  his  personal  representative)  and,  if,  after 
written  notice  from  the  Committee  mailed  to  such  person’s  last  known 
address  as  shown  in  the  Employer’s  records,  such  person  or  his  personal 
representative  shall  not  have  presented  himself  to  the  Committee  within  one 
year  after  the  mailing  of  such  notice,  then  the  Committee  may,  in  its  sole 
discretion,  appoint  such  amount,  including  any  amount  thereafter  becoming 
due  to  such  person  (or  his  personal  representative),  among  one  or  more  of 
the  spouse  and  blood  relatives  of  such  person  and,  if  the  Committee  shall  be 
unwilling  to  appoint  any  such  person  or  persons,  the  Committee  may,  but  is 
not  required  to,  direct  said  amount  to  be  paid  to  the  Trustee  of  the  Trust 
to  form  a part  of  the  Trust  Fund. 

4.  Whenever  the  Employer  under  the  terms  of  this  Agreement  is  per- 
mitted or  required  to  do  or  perform  any  act  or  matter  or  thing  it  shall  be 
done  and  performed  by  any  officer  thereunto  duly  authorized  by  its  Board  of 
Directors. 

5.  The  provisions  of  this  Agreement  shall  be  construed,  administered 
and  enforced  according  to  the  laws  of  the  State  of  New  York.  All  con- 
tributions to  the  Trustee  shall  be  deemed  to  take  place  in  the  State  of  New 
York. 


23 


6.  Wherever  any  words  are  used  herein  in  the  masculine  gender  they 
shall  be  construed  as  though  they  were  also  used  in  the  feminine  gender 
in  all  cases  where  they  would  so  apply,  and  wherever  any  words  are  used 
herein  in  the  singular  form  they  shall  be  construed  as  though  they  were 
also  used  in  the  plural  form  in  all  cases  where  they  would  so  apply. 
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t&e  ‘Retfaement  “Pteut 

AGREEMENT  made  by  and  between  Western  Auto  Supply  Company, 
a corporation  organized  and  existing  under  the  laws  of  the  State  of  Missouri, 
having  its  principal  office  at  2107  Grand  Avenue,  Kansas  City,  Missouri  (here- 
inafter called  the  “Employer”),  and  The  Chase  National  Bank  of  the  City 
of  New  York,  18  Pine  Street,  New  York  City,  New  York,  a national  banking 
association,  as  Trustee  of  the  Trust  hereby  created  (hereinafter  called  the 
“Trustee”) : 

WHEREAS,  the  stockholders  of  the  Employer  have  heretofore  authoriz- 
ed adoption  of  the  “Western  Auto  Supply  Company  Employees’  Profit  Sharing 
and  Retirement  Program”,  consisting  of  the  Retirement  Plan  embodied 
herein  (hereinafter  called  the  “Plan”)  and  the  Profit  Sharing  Plan  embodied 
in  the  Agreement,  dated  , 1946,  between  the  Employer  and  The  Chase 
National  Bank  of  the  City  of  New  York,  as  Trustee  thereof;  and 

WHEREAS,  the  Employer  has  adopted  said  Plan  into  which  contribu- 
tions by  the  Employer  may  be  made  for  the  purpose  of  distributing  to  itB 
eligible  employees,  their  beneficiaries,  or  their  estates,  the  corpus  and  in- 
come of  the  fund  accumulated  in  the  Trust  in  accordance  with  such  Plan;  and 

WHEREAS,  such  Plan  is  intended  to  qualify  under  section  165(a)  of 
the  Internal  Revenue  Code,  as  amended,  or  any  statute  of  similar  import 
enacted  in  lieu  thereof: 

NOW,  THEREFORE,  this  Agreement  witnesseth: 

That  in  order  to  carry  such  Plan  into  effect,  the  parties  hereto  agree  as 
follows: 

Article  I 

ADMINISTRATIVE  COMMITTEE 

(Subdivisions  1,  2 and  3 same  as  Subdivisions  1,  2 and  3 of  Article  I 
of  the  Profit  Sharing  Plan.) 

4.  Unless  otherwise  determined  by  the  Employer,  the  members  of  the 
Committee  shall  serve  without  compensation  for  services  as  such  but  all 
expenses  of  the  Committee  shall  be  paid  by  the  Employer.  Such  expenses  shall 
include  any  expenses  incident  to  the  functioning  of  the  Committee,  including, 
but  not  limited  to,  fees  of  investment  counsel,  actuarial  counsel,  attorney’s 
fees,  accounting  charges  and  other  costs  of  administering  the  Plan.  Neither 
the  Employer  nor  any  member  of  the  Committee  shall  be  liable  for  any  loss 
or  damage  or  depreciation  which  may  result  in  connection  with  the  execution 
of  their  duties  or  the  exercise  of  their  discretion  or  from  any  other  act  or 
omission  hereunder,  except  when  due  to  their  own  gross  negligence  or  wilful 
misconduct. 
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Article  II 

PARTICIPATION 

(Same  as  Article  II  of  the  Profit  Sharing  Plan). 

Article  III 

CONTRIBUTIONS 

1.  All  contributions  under  the  Plan  shall  be  made  by  the  Employer 
and  no  contributions  shall  be  required  or  permitted  of  any  employee. 

2.  The  Employer  shall  contribute  for  each  calendar  year  such  amounts 
as  may  from  time  to  time  be  certified  to  the  Employer  by  the  Committee  as 
necessary  to  effectuate  the  purposes  of  this  Plan.  Such  contributions  shall 
from  time  to  time  be  made  by  the  Employer  to  the  Trustee  to  be  held  and 
administered  in  trust  pursuant  to  the  terms  of  this  Agreement. 

3.  Inasmuch  as  the  Trust  and  Plan  created  hereby  are  designed  to 
comply  with  the  provisions  of  section  165(a)  of  the  Internal  Revenue  Code, 
as  amended,  or  any  statute  of  similar  import  enacted  in  lieu  thereof,  in  order 
to  comply  with  existing  rules  of  the  Treasury  Department  interpreting  said 
section  165(a),  the  following  limitations  shall  be  applicable: 

(a)  At  no  time  during  the  first  10  years  after  establishment  of  this 
Plan  may  further  contributions  be  allocated  to,  or  used  for,  benefits  of 
any  of  the  25  highest  paid  employees  whose  anticipated  normal  annuity 
benefit  under  the  Plan  exceeds  $1,500,  unless  (i)  the  contributions 
allocated  to  him  or  to  be  allocated  to  him  if  he  were  then  to  withdraw 
from  the  Plan  or  if  the  Plan  were  then  terminated,  do  not  then  exceed 
whichever  of  the  following  amounts  is  the  greater  (A)  $20,000  or  (B) 
an  amount  computed  by  multiplying  (1)  20%  of  his  annual  compensa- 
tion or  (2)  $10,000,  whichever  is  the  lesser,  by  the  number  of  years  since 
establishment  of  the  Plan,  and  (ii)  the  full  current  costs  of  the  Plan 
have  then  been  met  as  determined  by  the  Committee. 

(b)  Contributions  in  favor  of  participants  who  individually  hold, 
directly  or  indirectly,  more  than  10%  of  the  voting  stock  of  the  Employer 
shall  not  exceed,  in  the  aggregate,  30%  of  the  total  contributions  for  all 
participants.  For  the  purpose  of  determining  stock  ownership,  an  individual 
shall  be  considered  as  owning  the  stock  owned  by  the  spouse  and  minor 
lineal  descendants  of  such  individual.  Where  contributions  under  this 
Plan  in  any  year  would  exceed  this  limit,  the  Committee  shall  reduce 
the  stockholder-participants’  normal  retirement  benefits  proportionately 
and  equitably.  The  Committee’s  decision  particularly  in  allocating  the 
reduction  of  benefits  among  various  stockholder-participants  shall  be 
conclusive  upon  all  persons. 

4.  The  Trustee  shall  be  under  no  duty  to  inquire  into  the  correctness 
of  the  amounts  contributed  and  paid  over  to  the  Trustee  by  the  Employer 
hereunder,  nor  shall  the  Trustee,  the  Committee  or  any  other  person  be 
under  any  duty  to  enforce  the  payment  of  the  contributions  to  be  made  here- 
under by  the  Employer;  and  the  determination  of  the  contributions  hereunder 
by  the  Committee  shall  be  final  and  conclusive  upon  all  persons. 
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Article  IV 


ELIGIBILITY  FOR  ANNUITY  BENEFITS 

1.  The  Committee  shall  direct  the  Trustee  to  pay  the  following  partici- 
pants an  annuity  benefit  determined  under  Article  V hereof: 

Retirement 

(a)  Every  participant  shall  retire  for  the  purposes  hereof  upon  his 
normal  retirement  date  or  his  optional  retirement  date  and  each  such 
participant  shall  be  entitled  to  an  annuity  benefit. 

Severance  of  Employment 

(b)  Every  participant  whose  employment  is  severed  (prior  to 
retirement)  other  than  by  death  when  he  has  completed  at  least  Yi  of 
his  creditable  service  shall  be  entitled  to  an  annuity  benefit. 

2.  The  “normal  retirement  date”  of  any  participant  means  the  December 
31st  coincident  with  or  next  following  the  date  upon  which  such  participant 
attains  65  years  of  age.  The  “optional  retirement  date”  of  any  participant 
means  any  date  (prior  to  his  normal  retirement  date)  on  or  after  such 
participant  attains  55  years  of  age  if  the  Committee  shall  in  accordance  with 
its  rules  have  consented  to  such  date  and  actual  termination  of  such  partici- 
pant’s employment  with  the  Employer  then  occurs. 

3.  The  “credited  service”  of  any  participant  means  the  full  calendar  years 
of  his  continuous  employment  after  (i)  his  completion  of  3 years  of  con- 
tinuous employment,  or  (ii)  his  re-employment  (if  his  employment  was 
severed  prior  to  retirement),  whichever  last  occurred.  The  “creditable  service” 
of  any  participant  means  the  full  calendar  years  after  (i)  his  completion  of 
3 years  of  continuous  employment,  or  (ii)  December  31,  1945  or  (iii)  his 
re-employment  (if  his  employment  was  severed  prior  to  retirement),  which- 
ever last  occurred,  to  his  normal  retirement  date.  The  “continuous  employ- 
ment” of  any  participant  shall  for  all  purposes  hereof  be  determined  by  the 
Committee  from  the  Employer’s  records  and  its  determination  shall  be  final 
and  conclusive  upon  all  persons.  As  used  herein  the  term  “calendar  year” 
means  the  period  from  January  1st  of  any  year  to  the  following  December 
31st,  both  dates  inclusive. 


Article  V 

ANNUITY  BENEFITS 

1.  Normal  Annuity  Benefit.  The  normal  annuity  benefit  shall  consist 
of  an  annual  retirement  income  (payable  monthly)  for  the  life  of  the 
participant,  commencing  as  of  the  January  1st  next  following  his  normal 
retirement  date,  equal  to  the  sum  of  the  following: 

(a)  Past  Service.  Ya%  of  the  participant’s  annual  compensation 
computed  at  the  rate  of  compensation  applicable  to  such  participant  for 
the  last  regular  payroll  period  of  the  year  1945  multiplied  by  the  number 
of  years  of  his  credited  service  prior  to  January  1,  1946. 
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(b)  Current  Service.  The  sum  of  (i)  1%  of  the  participant’s  com- 
pensation from  $600  to  and  including  $3,000  for  each  year  of  his  credited 
service  after  December  31,  1945  and  (ii)  l2/3%  thereof  in  excess  of  $3,000 
for  each  such  year. 

2.  Optional  Annuity  Benefits.  Instead  of  his  normal  annuity  benefit, 
a participant  may  elect  to  receive  any  one,  or  any  combination,  of  the  follow- 
ing optional  annuity  benefits,  which  shall  be  the  actuarial  equivalent  of  his 
normal  annuity  benefit: 

(a)  Immediate  Annuity  on  Optional  Retirement.  In  the  event  of 
retirement  on  his  optional  retirement  date,  an  immediate  annuity  com- 
mencing upon  the  1st  of  any  month  following  such  optional  retirement 
date  (but  not  after  normal  retirement  date),  with  or  without  adjustment 
to  compensate  for  the  period  prior  to  commencement  of  the  participant’s 
Federal  Old  Age  benefit  (Social  Security). 

(b)  Joint  and  Survivor  Annuity.  A joint  and  survivor  annuity 
payable  for  the  participant’s  life  and  continuing  after  his  death  fin  the 
same  or  different  amount)  to  and  for  the  life  of  any  beneficiary  designated 
by  him. 

(c)  Other  Annuities.  Any  other  form  of  annuity  determined  and 
approved  by  the  Committee. 

3.  The  elections  specified  under  2(a),  (b)  and  (c)  above  shall  be  filed 
with  the  Committee  on  such  form  and  under  such  terms  and  conditions  as 
the  Committee  shall  prescribe. 

4.  The  “compensation”  of  any  participant  means  the  amount  paid  by  the 
Employer  to  such  participant  as  base  pay  excluding  all  other  payments  made 
to  him  by  the  Employer;  and  the  compensation  of  any  participant  for  any 
period  of  his  service  in  the  Armed  Forces  shall  be  deemed  to  have  been  at 
the  rate  of  compensation  paid  bv  the  Employer  to  such  participant  for  his 
last  regular  payroll  period  preceding  his  entry  into  the  Armed  Forces.  Such 
compensation  shall  be  determined  by  the  Committee  from  the  Employer’s 
records  and  its  determination  shall  be  conclusive  upon  all  persons. 

5.  The  normal  annuity  benefit  (and  any  optional  annuity  benefits)  of 
each  participant  shall  be  determined  by  the  Committee  and  its  determination 
shall  be  conclusive  upon  all  persons. 

6.  Annuity  benefits  shall  be  paid  monthly  upon  the  1st  day  of  the 
month  and  shall  cease  with  the  last  payment  made  prior  to  the  death  of  the 
annuitant.  If  any  annuity  benefit  shall  be  less  than  $10  per  month,  the  Com- 
mittee may,  in  its  sole  discretion,  direct  the  Trustee  to  pay,  in  lieu  and  in  full 
satisfaction  of  such  annuity  benefit,  its  actuarial  equivalent  as  determined 
by  the  Committee  in  one  lump  sum  payment  in  cash. 

Article  VI 

RIGHTS  AND  0UTIES  OF  THE  TRUSTEE 

(Same  aa  Article  VI  of  the  Profit  Sharing  Plan). 
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Article  VII 

AMENDMENT  AND  TERMINATION 

(Subdivisions  1 and  2 same  as  subdivisions  1 and  2 of  Article  VII  of  the 
Profit  Sharing  Plan). 

3.  Upon  termination  of  the  Trust,  the  Committee  shall,  subject  to  the 
provisions  of  Article  III,  subdivision  3(a)  hereof,  direct  the  Trustee  to  dis- 
tribute all  assets  remaining  in  the  Trust,  after  payment  of  any  expenses 
properly  chargeable  against  the  Trust,  to  the  participants  and  their  bene- 
ficiaries in  the  following  manner: 

(a)  Retired  Participants.  For  each  participant  (and  his  beneficiary, 
if  any)  who  has  retired  pursuant  to  Article  IV,  subdivision  1(a)  hereof, 
and  for  each  participant  (and  his  beneficiary,  if  any)  who  has  then  sur- 
vived to  his  normal  or  optional  retirement  date  after  severance  of  employ- 
ment pursuant  to  Article  IV,  subdivision  1(b)  hereof,  a single  premium 
annuity  contract  shall  be  purchased  from  an  insurance  company  designat- 
ed by  the  Committee  to  provide  the  same  annuity  benefit  then  being 
paid  such  participant  or  his  beneficiary. 

(b)  Other  Participants.  Each  other  participant  shall  receive,  in 
cash  or  in  the  form  of  a single  premium  annuity  contract,  as  determined 
by  the  Committee,  such  proportion  of  said  assets  as  the  present  value  of 
the  normal  annuity  benefit  of  such  participant  at  the  time  of  such  termi- 
nation represents  of  the  aggregate  present  value  thereof  of  all  such 
participants. 

(c)  For  the  purposes  of  (a)  and  (b)  above,  said  Trust  assets  shall 
first  be  applied  to  effect  the  distributions  under  (a)  hereof  and  any  bal- 
ance of  said  assets  shall  then  be  distributed  under  (b)  hereof.  In  the 
event  said  assets  are  not  sufficient  to  provide  the  full  annuity  benefits 
under  (a)  hereof  for  all  retired  participants  (and  their  beneficiaries,  if 
any),  the  annuity  benefit  of  each  such  participant  and  his  beneficiary 
shall  be  proportionately  reduced  by  the  Committee  and  its  determination 
shall  be  conclusive  upon  all  persons. 

(d)  The  Committee  in  office  at  the  time  of  such  termination  shall 
continue  to  act  with  its  full  powers  hereunder  until  the  completion  of  the 
distribution  of  such  assets;  and  a majority  of  the  members  of  the  Com- 
mittee then  in  office  shall  have  the  power  to  fill  any  vacancies  occurring 
in  the  Committee  after  such  termination  by  resignation,  death  or  other- 
wise. In  the  event  the  Committee  shall  not  within  a reasonable  time  after 
such  termination  have  given  the  Trustee  the  directions  provided  in  this 
subdivision  3,  the  Trustee  shall  ipso  facto  succeed  to  all  powers  and 
duties  of  the  Committee  under  said  subdivision  and  shall  itself  distribute 
said  Trust  assets  to  the  participants  and  their  beneficiaries  as  in  said  sub- 
division provided. 

Article  VIII 
MISCELLANEOUS 

(Subdivisions  1 and  2 same  as  subdivisions  1 and  2 of  Article  VIII  of 
the  Profit  Sharing  Plan). 
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3.  In  the  event  any  amount  shall  become  payable  hereunder  to  any 
person  (or,  upon  his  death,  to  his  personal  representative)  and,  if,  after 
written  notice  from  the  Committee  mailed  to  such  person’s  last  known  ad- 
dress as  shown  in  the  Employer’s  records,  such  person  or  his  personal 
representative  shall  not  have  presented  himself  to  the  Committee  within  one 
year  after  the  mailing  of  such  notice,  then  the  Committee  may,  in  its  sole 
discretion,  appoint  such  amount,  including  any  amount  thereafter  becoming 
due  to  such  person  (or  his  personal  representative),  among  one  or  more  of 
the  spouse  and  blood  relatives  of  such  person,  or  the  Committee  may,  but 
is  not  required  to,  determine  that  such  person’s  interest  in  the  Trust  has 
terminated,  which  determination  shall  be  conclusive  upon  all  persons. 

(Subdivisions  4,  5 and  6 same  as  subdivisions  4,  5 and  6 of  Article  VIII 
of  the  Profit  Sharing  Plan). 


INDIVIDUAL  RECORD— PROFIT  SHARING  PLAN 


The  Committee  plans  to  send  you  an  annual  statement  showing:  (a) 
your  share  of  the  Company’s  contribution  credited  to  your  individual  account 
for  the  year,  and  (b)  your  total  credit  at  the  end  of  the  year.  The  amount 
of  your  total  credit  at  the  end  of  a year,  as  reported  to  you,  will  include,  in 
addition  to  the  Company’s  contribution,  the  interest  that  was  earned  on  your 
funds  during  that  year.  The  amount  also  will  reflect  your  proportionate 
share  of  any  fluctuations  in  the  value  of  the  securities  carried  in  the  Trust 
Fund. 

Below  is  space  for  you  to  enter  this  information  in  order  that  you  may 
have  a permanent  record  of  your  account  at  all  times.  This  record  should 
be  carefully  kept  with  your  other  valuable  papers. 


Year 

Company 
Contribution 
for  Year 

Total  Value  of  Credit 
at 

End  of  Year 

1 

31 


Year 

Company 
Contribution 
for  Year 

Total  Value  of  Credit 
at 

End  of  Y ear 

This  is  the  Profit  Sharing  Plan  Account  Record  of 
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